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STATE  OF  NORTH  CAROLINA 


DEPARTMENT  OF  THE  TREASURER 

RALEIGH 


HARLAN  E.  BOYLES 

STATE  TREASURER 

The  Honorable  James  G.  Martin 
Governor  of  North  Carolina 
Members  of  the  Advisory  Budget  Commission 
Members  of  the  General  Assembly 
Citizens  of  North  Carolina 


Sir;  Ladies  and  Gentlemen;  Fellow  North  Carolinians: 


Investment  earnings  --  amazing  progress  --  and  the  effort  will  continue! 


Years  Ended  June  30 

% 

1985 

1984 

Increase 

General  Fund 

$ 133,076,748 

$ 98,885,947 

34.58% 

Highway  Fund 

33,344,149 

30,160,751 

10.55 

Employee  Retirement  Funds 

814,285,921 

689,554,272 

18.09 

Other  Trust  Funds 

37,794,644 

33,854,384 

11.64 

Total  Annual  Earnings 

$1,018,501,462 

$ 852,455,354 

19.48% 

State  and  local  indebtedness  — 

keeping  up  with  permanent  improvements 

— infrastructure  needs  — 

and  serving  the 

people  well. 

At  June  30 

% 

1985 

1984 

Increase 

General  Obligation  Bonds: 

State 

$ 821,000,000 

$ 879,200,000 

(6.62)% 

Local  Governments 

1,937,774,492 

1,798,767,920 

7.73 

Total 

$2,758,774,492 

$2,677,967,920 

3.02% 

Revenue  Bonds: 

State  Agencies,  Authorities  and  Institutions  $5, 156,458,220 

$4,153,454,319 

24.15% 

Local  Governments 

2,210,928,371 

1,886,046,588 

17.23 

Total 

$7,367,386,591 

$6,039,500,907 

21.99% 

Employee  retirement  programs 

— reserving  funds  today  for  future  benefits  — 

maintaining  fiscal  soundness  — and  prac- 

ticing  responsible  government. 

Calender  Years 

% 

1984 

1983 

Increase 

Employer  Contributions 

$ 378,738,845 

$ 341,276,210 

10.98% 

Employee  Contributions 

246,886,513 

226,151,008 

9.17 

Sub-Total 

$ 625,625,358 

$ 567,427,218 

10.25% 

Investment  Earnings 

707,684,102 

617,560,449 

14.59 

Total  Annual  Resources 

$1,333,309,460 

$1,184,987,667 

12.52% 

In  all  of  this,  our  successive  General  Assemblies  and  the  officials  and  employees  who  make  up  the  State’s  work  force 
have  indeed  played  a vital  role  and  they  have  been  ever  alert  to  their  fiduciary  responsibilities.  The  people  of  North 
Carolina  are  eternally  right  when  they  continue  to  insist  upon  accountability  in  State  government.  The  rewards  are 
noticeable. 


Along  with  the  many  dedicated  employees  of  the  Department,  I take  great  pride  in  submitting  this  annual  report  to 
you. 


Sincerely, 


Harlan  E.  Boyles 
State  Treasurer 
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In 

Perspective 


The  Treasurer’s  annual  report  is  intended  to  present 
another  chapter  in  the  continuing  history  of  responsi- 
ble government  in  North  Carolina. 

The  history  of  public  finance  in  North  Carolina  is  in 
reality  a commentary  on  the  efforts  of  our  General 
Assemblies  through  the  years  to  provide  essential  ser- 
vices for  the  people,  such  as  schools,  roads  and  clean 
water;  but  it  also  attests  to  the  fact  that  we  have  kept  a 
balanced  budget,  managed  our  debt  well  and  for  more 
than  a half  century  — having  learned  from  the  ex- 
periences of  the  Great  Depression  --  we  have  based  our 
governmental  operations  on  sound  business  principles. 

The  public’s  business  is  always  an  open  issue. 

It  is  in  this  context  that  we  have  come  to  use  this 
portion  of  our  report  to  address  a few  philosophical 
issues  which  we  feel  are  worthy  of  public  attention  and 
discussion.  The  objective  is  to  speak  with  constructive 
purpose. 


This  is  the  Year  and  Now  is  the  Time 

Good  government  — good  schools  --  good  roads 
— these  are  the  elements  which  for  decades  have  been 
central  to  the  thinking  of  the  people  of  North 
Carolina. 

Change  is  taking  place,  and  some  major  decisions 
must  be  made  — and  soon.  Some  of  this  change  is  in  the 
form  of  an  economic  explosion  in  certain  areas  of  the 
State  and  the  resulting  concentration  of  people;  where 
they  live  and  where  they  work.  The  physical  move- 
ment of  people  and  products  is  critically  important  to 
the  well-being  of  every  citizen,  thus  the  need  for  early 
and  meaningful  decisions. 

The  issues  of  major  importance:  roads  and 
highways  in  and  around  the  State’s  cities  and  towns; 
public  school  facilities;  the  equitable  allocation  of 
public  resources;  and,  the  partnership  for  governmen- 
tal services  as  between  the  State  and  counties  and 
cities. 

In  1931,  the  people  of  North  Carolina  literally  stood 
at  the  crossroads.  They  faced  the  test  of  governmental 
survival.  The  consequences  of  the  Great  Depression 
were  staggering.  How  would  they  operate  and  main- 
tain the  public  schools,  which  heretofore  had  been  a 


responsibility  of  county  government?  How  would  they 
provide  a network  of  roads  and  highways  throughout 
the  State?  And,  how  could  they  leverage  and  use  the 
public’s  limited  resources  more  wisely?  Simply  stated 
— looking  backward  — they  reorganized  State  and 
local  government  and  they  embarked  upon  a program 
of  equity  and  fairness  in  assessing  the  cost  of  govern- 
ment and  passing  it  along  to  the  people  of  North 
Carolina. 

The  circumstances  surrounding  the  current  day  pro- 
blems are  totally  different,  but  they  do  have  one 
similarity:  the  consequences  can  be  staggering  — unless 
we  give  responsible  direction  to  their  solution.  In  1931 
the  people  were  without  adequate  resources  to  meet 
their  private  needs,  much  less  to  shoulder  an  added  tax 
burden.  In  1986  the  people  want  action  --  action 
directed  toward  solving  those  needs  which  have  arisen 
because  of  the  State’s  economic  and  population 
growth. 

Not  to  act  is  to  fall  behind,  and  to  fall  behind  is 
counter-productive  and  costly  to  every  citizen.  For 
North  Carolina  to  remain  a progressive  State,  we  must 
renew  the  art  of  decision-making. 

The  Executive  branch  of  State  government  — under 
the  direction  of  the  Governor  — must  assume  its 
rightful  responsibility.  It  is  the  Executive  branch 
which  is  responsible  for  program  implementation  and 
program  proposals.  Today,  there  is  a wide  gap  be- 
tween what  the  people  want,  and  what  they  see  as  be- 
ing proposed.  It  is  in  this  instance  that  the  law  of 
human  nature  takes  over:  the  General  Assembly  is 
compelled  to  step  in  --  oftentimes  after  a crisis  has 
developed  — and  the  resulting  decisions  may  or  may 
not  be  based  upon  documented  need  but,  more  likely, 
upon  political  and  geographic  bias.  Better  results  are 
usually  derived  when  the  General  Assembly  responds 
to  well  documented  proposals  which  have  been  pub- 
licly aired  and  which  have  been  put  together  upon  the 
basis  of  independent  evaluation  and  merit.  Ultimate 
recognition  of  the  actual  economic  and  population 
density  --  as  opposed  to  the  desirable  but  idealistic  con- 
cept of  balanced  growth  — will  undoubtedly  create  op- 
posing views  as  to  where,  for  example,  highways  are  to 
be  located  or  improved.  This  is  why  the  Governor 
should  not  ask  the  General  Assembly  to  do  the  impossi- 
ble, and  that  is  to  serve  as  the  planner  and  designer  of 
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the  State’s  roads  and  highways;  or,  to  negotiate  and 
advance  a strategy  or  partnership  with  the  counties  for 
public  education.  The  Governor  can  and  should  pro- 
mote a “meeting  of  the  minds.”  The  General  Assembly 
can  insure  that  the  program  proposed  is  fair  to  all  the 
people,  and  can  then  provide  the  machinery  for  its  im- 
plementation. 


A Strategy  for  Roads  and  Highways 

The  Governor’s  10-year  plan  for  roads,  highways 
and  bridges  is  the  starting  point.  The  plan  provides  the 
documentation  as  to  the  category  of  needs  --  where  the 
needs  are  geographically  — their  nature  and  their 
estimated  cost.  The  importance  of  and  the  magnitude 
of  transportation  in  North  Carolina  are  well  known. 
The  desire  to  stretch  the  State’s  resources  is  also  well 
known.  The  Governor’s  special  urban-rural  task  force, 
created  recently  to  address  highway  finance,  has 
looked  at  and  has  evaluated  numerous  alternatives  to 
provide  the  required  financial  resources. 

Because  of  the  dramatic  nature  of  the  State’s 
economic  and  population  growth,  and  the  concentra- 
tion of  highway  needs,  we  do  not  see  the  traditional 
means  of  financing  highways  as  being  adequate  — at 
least  on  the  current  basis.  The  harder  we  try  the 
“behinder”  we  get.  It  is  inevitable  that  we  look  to  new 
and  innovative  financing  techniques  --  long  before  we 
resort  to  additional  taxes  or  to  the  issuance  of  bonds. 

First,  we  should  insist  that  the  10-year  plan  become 
more  than  a conversation  document.  Today,  its  adop- 
tion is  temporary  and  has  little  lasting  value.  Ideally, 
at  least  for  major  improvements,  the  plan  should  be 
translated  into  a capital  budget  --  to  remain  virtually 
unchanged  but  updated  biennially  --  and  to  be  funded 
over  a period  of  years.  It  should  be  a document  that 
the  general  public  can  rely  upon,  and  it  should  be  a 
goal-setting  document  which  the  General  Assembly 
can  cite  as  the  basis  on  which  highway  taxes  are  levied. 

Second,  we  should  insist  that  the  Highway  Fund 
— the  fund  to  which  we  deposit  all  gasoline  taxes  and 
other  highway  user  fees  — is  truly  and  indeed  a 
highway  “trust”  fund.  The  General  Assembly  should 
prohibit  the  use  of  highway  taxes  and  fees  for  any  pur- 
pose other  than  highway  maintenance,  construction 
and  administration.  Today,  too  large  a portion  of  the 
taxes  levied  for  highways  --  and  justified  to  the  tax- 
payers as  earmarked  for  that  purpose  — is  reallocated 
in  the  State’s  biennial  budget  and  used  for  non- 
highway programs.  Exemptions  from  the  taxes  levied, 
and  refunds  to  certain  classes  of  users,  add  to  the 
perceived  fiscal  problems.  These,  too,  are  worthy  of 
review.  A complete  and  thorough  restructuring  of  the 
Highway  Fund  is  long  overdue. 

Third,  we  should  insist  that  the  financial  provision 
for  highway  maintenance  and  administration  be  suffi- 
cient to  meet  prescribed  minimum  standards 


statewide;  that  current  tax  levies  and  fees  be  imposed 
to  meet  these  standards  which  should  include  an 
amount  earmarked  for  new  surfacing  and  periodic 
resurfacing  — all  designed  to  finance  highways,  under 
normal  conditions,  on  a pay-as-you-go  basis;  that  new 
highways  and  major  thoroughfares  --  as  well  as  catch 
up  provisions  for  secondary  roads  --  be  financed  by  the 
issuance  of  bonds  to  the  extent  that  the  authorized  im- 
provements will  in  fact  generate  economic  activity  suf- 
ficient to  pay  the  annual  bond  principal  and  interest 
charges  from  the  increase  in  the  taxes  which  are  col- 
lected as  a result  of  the  improvements  provided. 

Fourth,  as  an  option  available  to  counties  and  cities 
which  make  application,  the  General  Assembly  might 
consider  the  creation  of  a loan  fund,  established 
through  the  issuance  of  State  bonds,  for  the  sole  pur- 
pose of  accommodating  those  counties  and  cities  which 
desire  an  acceleration  of  the  highway  projects  includ- 
ed, or  not  included,  in  the  State’s  10-year  plan.  Local 
option  financing  is  a viable  alternative  for  financing 
highways  in  high  density  areas  --  just  as  it  is  for  public 
education  — because  it  gives  the  counties  and  cities  the 
opportunity  to  determine  and  provide  for  their  local 
highway  needs  as  they  perceive  them.  It  has  the  added 
advantage  of  re-directing  the  pressures  at  the  State 
level  and  thus  gives  credibility  to  the  State’s  priorities 
as  established  in  the  10-year  plan. 

A word  of  caution  --  the  changing  American  scene: 
In  terms  of  technology,  expecially  as  it  relates  to  the 
automobile  industry,  it  is  said  that  America  sits  on  the 
verge  of  the  greatest  explosion  of  change  to  occur  since 
the  industrial  revolution.  This  revolution  is  likely  to 
involve  the  ceramic  turbine  engine  which  will  allow 
the  automobiles  of  the  future  to  squeeze  every  ounce  of 
energy  from  the  fuel  they  burn,  and  possibly  travel  up 
to  100  miles  per  gallon.  If  this  should  come  to  pass,  the 
cents  per  gallon  tax  will  be  no  more.  Thus,  the  Gover- 
nor and  the  General  Assembly  must  keep  an  eye  on 
technology  and  the  changing  scene.  The  user  fee  for 
highway  maintenance  soon  may  be  determined  by 
miles  driven  rather  than  by  the  amount  of  gasoline 
consumed. 


School  Bus  Transportation  — 
Changing  With  The  Times 

A recommendation  from  the  National  Transporta- 
tion Safety  Board  has  suggested  that  all  of  the  states 
cease  to  use  16-  and  17-year-old  school  bus  drivers, 
arguing  that  such  drivers  have  a higher  accident  rate 
than  adults.  In  North  Carolina,  we  currently  employ 
some  13,000  school  bus  drivers,  of  whom  about  one- 
third  are  under  18  years  of  age. 

The  questions  is:  What  might  be  an  appropriate 
response  to  this  problem?  In  other  states,  various  ap- 
proaches have  been  taken.  Some  states  have  employed 
only  adults  as  drivers,  and  some  have  employed  these 
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adults  only  part-time  as  drivers,  allowing  them  to  be 
employed  in  other  school-related  work  for  the  re- 
mainder of  their  working  time.  In  all  such  cases,  the 
employment  of  adults  has  been  at  higher  cost  than  the 
employment  of  younger  drivers. 

As  it  now  stands  in  North  Carolina,  141  local  school 
systems  operate  independent  school  bus  transportation 
facilities.  Might  it  not  be  possible  to  rationalize  all  of 
these  into  one  system  operating  under  the  Department 
of  Transportation,  and  thus,  achieve  both  more  safe 
and  efficient  transportation,  and  operating  economies 
as  well?  The  Department  of  Transportation  has 
regional  offices  and  garages  throughout  the  State, 
covering  the  State’s  100  counties. 

There  would  be  advantages,  of  course,  but  there 
might  also  be  counter-balancing  disadvantages.  The 
current  problems  are  real,  and  cry  out  for  a solution. 
At  any  rate,  merging  the  school  bus  transportation 
program  into  the  Department  of  Transportation  might 
be  well  worth  considering. 


Office  Condominiums 

Recent  years  have  brought  dramatic  growth  in  the 
number  of  governmental  boards  and  commissions 
which  have  full-time  staffs,  and  thus  a need  for  perma- 
nent offices.  The  functions  of  these  offices  are  sup- 
ported frequently  by  fees  and  charges  which  are  in- 
dependent of  moneys  from  the  State’s  General  Fund, 
but  which  nevertheless  come  indirectly  from  the 
public.  The  time  may  have  come  for  the  General 
Assembly  to  consider  establishing  a vehicle  through 
which  such  bodies  might  own  and  finance  their  own 
offices. 

In  the  private  sector,  the  joint  ownership  of  an  of- 
fice building  is  well  established,  and  usually  it  has 
proved  an  advantage  to  the  occupants  of  the  building. 
Similar  advantages  would  accrue  to  public  entities. 
The  ultimate  beneficiaries  would,  of  course,  be  the 
people  of  North  Carolina.  What  is  needed  is  enabling 
legislation  which  would  authorize  boards  and  commis- 
sions supported  by  fees  and  charges  to  form  a tax- 
exempt  financing  authority  for  the  express  purpose  of 
owning  and  financing  such  quasi-public  buildings. 


The  Public  Official  --  Making  a Difference 

State  government  is  big  business  --  it  is  complex 
--  and  its  management  has  become  the  key.  How  State 
government  is  managed  affects  directly  those  who  pay 
its  cost  through  taxes  and  those  who  depend  upon  the 
State’s  programs  for  public  education,  clean  water, 


health  and  welfare,  highways,  law  and  order,  and  a 
host  of  other  services  ranging  from  wildlife  protection 
to  the  care  for  the  mentally  ill. 

The  professional  training  afforded  the  program  ad- 
ministrator and  the  administrator’s  devotion  to  duty 
—including  the  administrator’s  attitude  toward  job 
responsibility  --  combine  to  impact  the  effectiveness 
and  cost  of  a particular  program.  Employee  en- 
couragement and  the  challenge  to  excel  are  important 
ingredients  in  successful  performance. 

In  North  Carolina  we  often  say  that  “we  have  made 
a habit  of  good  government”  and  we  say  also  that 
while  we  subscribe  to  the  fact  that  we  have  a “govern- 
ment of  laws  and  not  of  men,”  we  place  high  value 
upon  the  work  of  the  men  and  women  who  make  up 
the  work  force  and  management  of  State  government. 
It  is  not  accidental  that  the  business  and  program 
aspects  of  State  government  are  managed  well.  Much 
can  be  said  in  behalf  of  the  State’s  public  employees, 
and  they  are  deserving  of  the  people’s  praise. 

What  then  is  missing,  or  is  needed?  Encouragement 
and  public  expression  of  appreciation  rank  among  the 
most  critical  factors.  Performance  incentives  and  the 
prospect  for  increased  compensation  have  their  place 
in  public  life,  just  as  they  do  in  private  business.  And 
yet,  the  media-fed  image  of  the  public  employee  is 
rather  weak  at  best.  Take,  for  example,  the  fact  that 
the  employee  who  has  heavy  administrative  respon- 
sibilities --  one  who  is  in  position  to  advance  creative 
ideas  and  to  encourage  others  to  do  likewise  --  is  fre- 
quently without  administrative  flexibility  to  change 
the  course  of  action,  or  to  offer  financial  rewards  to 
those  who  excel  in  doing  their  jobs.  The  budget  and 
personnel  restrictions  in  State  government  serve  to  in- 
hibit, rather  than  to  motivate  and  encourage.  It  is  ac- 
tually paradoxical  that  administrators  and  employees 
in  general  are  hired  because  of  their  ability  to  per- 
form, but  the  people  employed  are  not  always  relied 
upon  and  the  people  in  authority  are  not  given  the 
reins  to  manage. 

There  are  many  employees  who  leave  State  govern- 
ment for  jobs  elsewhere  — at  substantial  increases  in 
salary  — just  as  these  employees  have  become  produc- 
tive and  responsible  stewards  of  the  people’s  resources. 

What,  then,  is  the  answer?  Logically,  we  should 
begin  by  proposing  to,  and  seeking  from,  the  General 
Assembly  a clear  definition  of  the  program  objectives 
of  State  government  --  what  the  programs  are  intend- 
ed to  achieve  and  why  --  their  expected  results  — and 
their  effect  on  the  public.  In  other  words,  what  are  the 
program  goals  and  objectives  of  the  respective  depart- 
ments and  agencies  of  the  State  of  North  Carolina? 

Each  department  of  the  Executive  branch  of  State 
government  should  have  an  annual  work  plan  approv- 
ed by  the  General  Assembly.  The  approved  plan 
should  state  clearly  the  administrative  parameters 
within  which  the  administrator  is  authorized  to 
operate,  and  the  biennial  appropriation  bill  should 
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state  the  maximum  moneys  which  may  be  expended. 
The  expected  results  should  be  quantified  in  the  plan. 
Periodic  reports  should  be  required,  stating  applicable 
progress  and  program  achievements,  as  well  as 
whether  such  progress  is  on  schedule  and  according  to 
the  approved  work  plan. 

If  the  General  Assembly  gives  the  administrator  the 
program  direction  and  the  tools  to  manage,  the  pro- 
gram results  will  be  improved  and  the  operating  costs 
will  be  reduced.  It  is  that  simple. 


The  Federal  Deficit  — 

A Long  War  Awaiting 

We  still  find  it  difficult  to  understand  why  and  how 
the  members  of  Congress  can  continue  to  condone 
deficit  spending.  The  State  of  North  Carolina  and  the 
counties  and  cities  exist  and  prosper  under  a constitu- 
tional mandate  to  balance  their  annual  budgets  --  and 
deficit  spending  is  absolutely  a “No-No.”  The  General 
Assembly  accepts  the  responsibility  without  the 
slightest  hesitation  or  debate,  and  so  should  Congress. 

The  inevitable  conclusion  is  that  we,  as  a people, 
are  getting  more  government  at  the  national  level  than 
we,  as  taxpayers,  are  paying  for.  And  that’s  bad. 

It  is  bad,  but  it  is  not  totally  bad.  The  reason  is  that 
these  deficits  will  at  least  keep  intense  pressure  on 
Congress  to  hold  the  line  on  spending,  and  perhaps  at 
some  point  to  raise  revenues  or  taxes  sufficiently  to 
cover  expenditures.  Said  another  way,  in  the  interim 
this  nation’s  fiscal  policy  will  be  “restrictive”  — and 
this  will  be  a major  factor  in  keeping  inflation  under 
control.  Keeping  inflation  low  is  the  key  to  a stable 
economy  --  and  that’s  good. 

Lest  we  forget,  it  is  Congress  which  adopts  budgets 
— and  it  is  Congress  which  levies  taxes.  A balanced 
budget  comes  from  Congress. 

The  people  of  North  Carolina  have  much  at  stake, 
to  be  sure,  since  ultimately  the  fiscal  practices  of  the 
Federal  government  will  spill  over  to  the  State  and  its 
localities.  The  disease  is  contagious,  and  we  must 
know  that  it  is  only  a matter  of  time  before  we  catch  it 
--  if  it  is  not  wiped  out. 


We  Reiterate 

In  previous  reports,  we  discussed  how  we  in  public 
service  have  a fiduciary  responsibility  to  assure  the  tax- 
paying  public  that  State  government  is  accountable  for 
the  resources  and  the  public  service  programs  en- 
trusted to  our  care.  We  emphasized  the  magnitude 
and  the  complexity  of  the  organization  of  State 
government  and  we  stated  that  it  is  only  logical  to 


assume  that  improved  management,  as  well  as  the 
prioritization  of  program  and  budget  authorizations, 
can  serve  as  a popular  and  viable  alternative  to  new  or 
increased  taxes.  We  have  even  mentioned  the  prospect 
of  an  occasional  rebate  to  the  taxpayers. 

Management  is  the  key  --  and  we  re-iterate  some  of 
the  opportunities  and  challenges  which  then  and  now 
seem  appropriate  — 

• The  use  of  public  funds  for  public  purposes  only:  a 
limitation  embedded  in  the  State’s  Constitution.  The 
General  Assembly  must  bear  the  ultimate  responsibility 
for  the  determination  of  “ public  purpose,  ” and  yet,  until 
the  State’s  budget  documents  reflect  more  clearly  the 
program  purposes  and  objectives  of  the  respective  depart- 
ments and  agencies  of  State  government,  the  General 
Assembly  is  without  the  tools  for  an  effective  analysis  of 
the  various  money  bills  proposed  for  enactment.  Pro- 
gram budgeting  is  essential. 

• Tax  exemptions,  preferential  tax  treatments,  and  their 
growing  inequities:  The  report  of  the  Tax  Research  Divi- 
sion lists  some  584  significant  items  of  tax  preference. 
Some  of  the  exemptions,  exclusions  and  deductions  go 
back  to  1939,  when  the  permanent  Revenue  Act  was 
enacted.  Tax  preferences  in  actuality  constitute  tax  ex- 
penditures. The  need  for  a current  review  is  apparent. 

• The  laws  which  levy  taxes  for  the  support  of  State 
government  and  which  specify  the  time  of  remittance 
have  not  been  seriously  reviewed  since  1939.  To  provide 
uniformity  and  consistency,  and  to  be  fair  to  all  tax- 
payers, all  tax  levies  should  be  remitted  to  the  Secretary 
of  Revenue  on  a timely  basis,  commensurate  with  the 
nature  of  the  tax  and  the  amount  of  the  liability.  The 
need  for  a current  review  is  long  overdue. 

• The  travel  expense  allowances,  vacation  and  other 
employee  benefits  applicable  to  employees  of  State  agen- 
cies are  not  uniformly  applicable  to  the  employees  of 
other  entities  of  government  which  receive  funds  ap- 
propriated by  the  General  Assembly.  The  disparity  in 
salary  levels  is  even  more  pronounced.  The  ultimate  con- 
sequence is  an  unintended  result  - dijferent  standards  for 
employees  having  a common  bond.  Fairness  and  equity 
among  public  employees  is  all  important. 

• The  General  Assembly  has  not  seen  fit  to  enact  a 
uniform  policy  dealing  with  the  publication  of  legal 
advertisements.  The  costs  incurred  are  substantial,  and 
the  practices  of  State  agencies  are  varied  and  without 
coordination.  The  taxpayers  deserve  to  be  spared  these 
unnecessary  costs,  and  they  could  be  if  the  Division  of 
Purchase  and  Contract  were  given  administrative 
jurisdiction  and  authority. 

• Notwithstanding  the  magnitude  of  the  public  dollars 
expended  therefor  and  notwithstanding  the  importance 
of  these  programs  to  State  government,  there  is  a need  for 
updating  and  consolidating  the  budget  and  fiscal  control 
laws  for  State  departments  and  agencies.  The  typical 
biennial  appropriations  act  provides  more  guidance  and 
direction  than  does  the  Executive  Budget  Act,  enacted  in 
1925.  The  new  law  should  address  specifically  and  ex- 
plicitly the  concept  of  a balanced  budget,  as  mandated 
by  the  Constitution ; the  budget  format,  preparation, 
adoption,  and  administration;  accounting  principles, 
periodic  reporting  and  auditing ; leases,  installment  pur- 
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chases  and  financing  agreements;  bond  authorization 
and  issuance;  accounting  for  trust  and  agency  funds  and 
revolving  funds;  and,  civil  and  criminal  sanctions  for  ad- 
ministrative violations. 


Dealing  With  Fundamentals 

A quote  from  a recent  issue  of  The  State  Employee 
Reporter:  “When  North  Carolinians  sit  down  to  their 
Thanksgiving  meals,  they  might  say  an  extra  thanks  to 
the  thousands  of  State  employees  who  are  on  the  job 
over  the  holidays,  protecting  the  motoring  public, 
maintaining  a vigil  over  the  dangerous  incarcerated 
criminal  element,  staffing  around  the  clock  caring  for 
the  State’s  mentally  and  physically  ill  and  numerous 
other  public  functions.” 

Well  said  and  deservedly  said.  And,  add  commen- 
dation also  for  the  other  public  employees,  teachers 
and  administrators  who  are  productive  and  responsive 
to  the  public’s  needs  throughout  the  year.  In  other 
words,  just  as  the  people  of  North  Carolina  comprise 
our  State’s  most  treasured  asset,  the  public  employees 
are  indeed  what  make  North  Carolina  the  “good 
government”  State. 


An  Observation 

Organizational  reform  --  responsive  and  mean- 
ingful programs  — improved  management  --  stretching 
tax  dollars  --  and  the  democratic  process  --  are  matters 
which  have  succeeded  in  State  government  in  past 
years  because  so  many  people  have  been  willing  to 
engage  in  thoughtful  debate  about  problems  and 
about  remedies.  Managing  the  affairs  of  the  State  of 
North  Carolina  is  deserving  of  genuine  and  open 
discussion  — for  it  offers  the  promise  of  providing  the 
scope  of  government  the  people  want  and  the  type  of 
government  the  people  are  willing  to  pay  for. 

The  democratic  process  suggests  that  we  — that  is, 
those  of  us  who  hold  positions  of  public  trust  --  remind 
ourselves  from  time  to  time  that  we  are  playing  in  a 
bigger  ball  field  than  the  State  Capitol. 

Truly,  the  public’s  business  is  always  an  open  issue. 
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Investment  and 
Banking  Division 


The  Investment  and  Banking  Division  is  responsible 
for  three  of  the  State  Treasurer’s  primary  functions: 

1.  Acting  as  the  State’s  Banker  by  receiving  and 
disbursing  State  moneys. 

2.  Administering  the  State’s  Cash  Management 
and  Trust  Fund  Programs  as  both  custodian 
and  investment  officer. 

3.  Arranging  for  the  prompt  payment  of  principal 
and  interest  on  the  State’s  general  obligation 
debt  as  it  matures. 

These  functions  are  both  constitutional  and  statu- 
tory in  origin. 


Table  of  Organization 


Fund 

5.  Real  Estate  In- 

vestment Fund 

6.  Funding  for 

State  Debt 


1.  Cashiering 

2.  Bank  Clearings 

3.  Disbursing 

Accounts 


1.  Investment 

Transactions 

2.  Collateralization 

3.  Safekeeping 

4.  Custodial 

Relationships 


Operational  Highlights 


• Earnings  on  funds  under  management  amounted  to 
more  than  $1.02  billion,  producing  an  average  yield  of 
approximately  10.54%. 

• Earnings  from  the  Short-term  Investment  Fund  reached 
an  all  time  high  of  $234.2  million. 

• The  State’s  General  and  Highway  Funds  earned  over 
$166  million,amounting  to  more  than  $650  thomand 
dollars  per  work  day.  (The  State’s  largest  source  of  non-tax 
revenue  and  the  fourth  largest  among  all  revenue  sources.) 

• Investment  and  Banking  Division  has  proved  a cost- 
effective  money  manager  as  it  cost  only  $.22  to  manage 
$1,000  of  assets. 


• The  installation  of  new  check-sorting  equipment  was 
completed,  allowing  the  State  Treasurer  to  perform  fine- 
sorting  services  previously  required  of  the  clearing  banks, 
resulting  in  an  anticipated  savings  of  $1  million  annually. 

• In  5.4  years  (since  March  1,  1980)  writing  covered-call 
options  on  equity  positions  has  generated  net  premiums 
amounting  to  $18  million. 

• Supplemental  Income  Program  generated  revenues  of 
more  than  $8  million  (Department  of  State  Treasurer  en- 
tire operating  budget  for  the  year  was  $7,310,189). 

• Funds  under  management  at  June  30,  1985  totaled  ap- 
proximately $10.6  billion  and  increased  at  a rate  of  more 
than  $4.8  million  per  work  day. 

• Trust  Fund  assets  at  June  30,  1985  totaled  $8.9  billion 
with  a weighted  average  yield  of  10.43% . 

• Fong-term  Investment  Fund  produced  an  average  book 
yield  of  10.37%. 

Investment  Management 

Funds  under  management  continue  to  grow  at  a 
rapid  pace.  The  funds  grew  by  more  than  $4.8  million 
per  work  day.  These  investments,  amounting  to  some 
$10.6  billion,  generated  earnings  totaling  over  $1.02 
billion  with  an  average  yield  of  approximately  10.54%  . 

While  providing  a consistently  excellent  rate  of 
return,  the  Investment  and  Banking  Division  has 
proved  to  be  a very  cost-effective  money  manager.  In 
the  fiscal  year  1985  it  cost  $.22  to  manage  $1,000  of 
assets.  This  is  comprised  of  the  entire  operating  budget 
of  the  Investment  and  Banking  Division. 

The  dollars  earned  for  pension  funds  are  greater  than 
the  combined  employee  and  employer  contributions  to 
the  retirement  systems. 

The  State’s  General  and  Highway  Funds  enjoyed 
earnings  of  more  than  $166  million  or  over  $650  thou- 
sand per  work  day.  The  State  Treasurer’s  investment 
program  represents  the  largest  source  of  non-tax 
revenue  to  the  State’s  General  Fund  and  is  its  sixth- 
largest  source  of  any  revenue. 

These  revenues  are  generated  through  investment 
pools  and  supplemental  income  producing  programs 
utilizing  high  quality  investment  vehicles.  The  invest- 
ment funds  (pools)  are  described  later  in  this  narrative 
in  detail,  including  the  stated  objective  and  investment 
methods  utilized  in  each  case. 

The  performance  outlined  above  is  obviously 
dramatic,  but  is  even  more  so  when  one  stops  to  realize 
that  interest  rates  fell  rather  sharply  during  the  year. 
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Needless  to  say,  “active  management”  coupled  with 
good  communication  with  “the  street”  led  to  this 
achievement.  We  enjoy  and  appreciate  this  relation- 
ship on  behalf  of  the  State  and  wish  to  say  thank  you, 
to  the  street. 

We  have  additional  reason  to  be  optimistic  concern- 
ing the  future  of  cash  management  here  in  the 
Treasurer’s  Office.  During  the  last  session  of  the 
General  Assembly,  it  enacted  legislation  known  as  “A 
General  Statewide  Cash  Management  Policy.”  The 
Governor,  as  Director  of  the  Budget,  has  designated  a 
team  to  draft  “the  plan”  as  called  for  in  the  legislation. 
We  are  confident  of  its  pending  positive  impact. 

Chart  1 shows  the  types  of  investments  owned  by 
the  funds  under  management. 

Chart  1 

TYPES  OF  INVESTMENTS  OWNED  BY 
FUNDS  UNDER  MANAGEMENT 
As  of  June  30,  1985 


Real  Estate 
Trusts 


Mortgage  Backed 
Securities 
$455,253,645 


4.3% 


Total  Investments  = $10,526,426,383 


The  Basic  Functions 

Acting  as  the  State’s  Banker 

North  Carolina  utilizes  a warrant  system  to  disburse 
funds.  It  was  the  first  State  system  to  use  the  American 
Bankers’  Association  transit  routing  symbols  in  order 
to  have  its  warrants  processed  at  par  through  the 
Federal  Reserve  Bank  and  its  member  banks.  Under 
this  system,  the  State  Treasurer  performs  the  function 
of  a commercial  bank  for  State  agencies,  departments 
and  institutions.  The  advantage  of  the  warrant  system 
is  that  the  banker’s  “float,”  and  the  earnings  thereon, 
are  captured  for  the  State. 

Receiving  State  Moneys  — The  General  Assembly  of 
North  Carolina  has  provided  the  State  with  a cen- 
tralized system  for  receiving  and  disbursing  State 
moneys.  Under  this  system,  all  revenues  collected  by 
an  agency,  department  or  institution  on  behalf  of  the 
State  must  be  deposited  daily  to  the  account  of  the 
State  Treasurer,  in  a bank  designated  by  him  for  that 
purpose.  A companion  provision  requires  that  the 
Treasurer  be  notified  promptly  of  such  deposits.  This 
procedure  assures  that  the  State  itself  will  be  the 
primary  beneficiary  of  the  flow  of  funds  through  its 
bank  accounts  in  the  course  of  conducting  State 
business. 

Disbursing  State  Moneys  — Since  North  Carolina 
does  not  maintain  checking  accounts  through  which  to 
pay  its  obligations,  the  State  Treasurer  acts  as  banker 
for  the  various  agencies,  departments  and  institutions 
of  the  State  as  they  disburse  authorized  moneys.  Ac- 
counts are  maintained  for  each,  much  as  a commercial 
bank  maintains  accounts  for  its  customers.  In  order  to 
disburse  funds  to  meet  a valid  obligation,  a warrant  is 
drawn  on  the  State  Treasurer  in  payment.  These  war- 
rants are  processed  through  the  commercial  banking 
system  and  ultimately  presented  to  the  Operations  Sec- 
tion of  the  Division  for  payment.  The  validity  of  each 
warrant  is  checked  before  it  is  charged  against  the  ac- 
count of  the  issuing  agency,  department  or  institution. 
The  presenting  bank  is  reimbursed  through  the 
Treasurer’s  central  clearing  accounts,  which  are  main- 
tained in  various  Raleigh  banks  for  this  express  pur- 
pose. 

Administering  the  State’s  Cash  Management  and 
Trust  Fund  Investment  Programs 

The  Treasurer  is  the  State’s  chief  investment  officer. 
As  such,  he  is  directed  to  “establish,  maintain,  ad- 
minister, manage  and  operate”  investment  programs, 
pursuant  to  the  applicable  statutes,  for  all  funds  on 
deposit.  In  so  doing,  the  State  Treasurer  “shall  have 
full  power  as  a fiduciary”  and  shall  manage  the  invest- 
ment programs  so  that  the  assets  “may  be  readily  con- 
verted into  cash  as  needed.” 

General  Investment  Objective  — The  objective  for 
all  investment  programs  is  to  achieve  the  highest  yield 
consistent  with  safety  of  principal.  Prudence  in 
discharging  this  fiduciary  obligation  requires  that  all 
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investments  be  reviewed  constantly,  so  that  oppor- 
tunities in  the  secondary  markets  to  improve  the  quali- 
ty and/or  the  yield  are  not  overlooked. 

Operating  Policy  — In  conducting  the  activities  of 
the  Investment  and  Banking  Division,  it  is  the 
Treasurer’s  policy  to  do  business  within  the  State  of 
North  Carolina,  whenever  it  can  be  done  at  no  disad- 
vantage to  the  Cash  Management  or  the  Trust  Fund 
Programs.  As  an  example,  whenever  either  program 
participates  as  a buyer  in  an  underwriting  of 
securities,  equity  or  fixed  income,  purchases  are 
allocated  among  the  known  in-State  underwriters. 
Furthermore,  the  Investment  and  Banking  Division 
has  sought  out  opportunities  within  the  State  which 
would  provide  both  competitive  market  returns  to  the 
investment  programs  and  cash  infusions  to  North 
Carolina  businesses  and  industries. 

These  efforts  ultimately  benefit  the  retired  and  ac- 
tive pension  fund  members,  the  taxpayers  and  the 
general  population  of  the  State  of  North  Carolina 
through  a strengthened  economy. 

The  Cash  Management  Program 

The  Division  computes  daily  the  excess  cash  which 
is  available  for  investment,  a figure  derived  from  the 
ending  balances  of  the  previous  day,  plus  or  minus  the 
net  difference  between  the  certified  deposits  and  the 
disbursing  warrants  for  the  current  day.  This  excess 
cash  in  the  State  Treasurer’s  central  clearing  accounts 
is  then  invested  in  highly  liquid,  short-term  securities, 
as  authorized  by  statute. 

Because  the  Treasurer’s  cash  balances  are  ultimately 
subject  to  disbursement  upon  presentation  of  valid 
warrants,  the  primary  considerations  in  making  in- 
vestments are  safety  and  liquidity;  the  secondary  con- 
sideration is  income.  The  invested  assets  of  the  Cash 
Management  Program  fluctuated  between  $2.0  billion 
and  $2.5  billion  during  the  fiscal  year.  Bevenues  from 
the  Cash  Management  Program  were  more  than  $235 
million  in  the  fiscal  year  ended  June  30,  1985.  Of  this 
total,  $166  million  was  earned  for  the  General  and 
Highway  Funds.  This  brings  the  total  earned  for  these 
funds  to  over  $1.5  billion  since  the  inception  of  the 
Cash  Management  Program  in  1949. 

As  part  of  the  Cash  Management  Program,  the 
Treasurer  may  invest  in  Certificates  of  Deposit  and 
Savings  Certificates  issued  by  North  Carolina  banks 
and  savings  and  loans.  As  of  June  30,  1985,  $196 
million  was  invested  in  these  North  Carolina  financial 
institutions. 

The  Treasurer  sets  the  interest  rate,  which  by  State 
law  may  not  be  less  than  the  return  available  in  the 
market  on  U.  S.  Government  and/or  Agency  securities 
of  comparable  maturity.  Current  practice  is  to  pur- 
chase such  certificates  with  a term  of  six  months,  and 
to  schedule  maturities  weekly,  in  order  to  afford  a 
measure  of  liquidity.  Chart  2 indicates  the  fluctuation 
in  interest  rates  on  Certificates  of  Deposit  and  Savings 
Certificates  during  the  fiscal  year. 


Chart  2 

INTEREST  RATES 
ON  CERTIFICATES  OF  DEPOSIT 
AND  SAVINGS  CERTIFICATES 
July  1,  1984  - June  30,  1985 


Rate  ( % ) Effective  Date  Rate  ( % ) Effective  Date 


11  1/2 

07-01-84 

8 3/8 

01-23-85 

113/8 

08-15-84 

8 5/8 

02-06-85 

11  1/2 

08-22-84 

8 3/4 

02-13-85 

113/4 

09-05-84 

91/8 

02-27-85 

113/8 

09-12-84 

91/2 

03-06-85 

11  1/4 

09-19-84 

9 1/4 

04-03-85 

11  1/8 

10-03-84 

9 1/8 

04-10-85 

11 

10-10-84 

8 7/8 

04-17-85 

10  3/4 

10-17-84 

8 1/2 

04-24-85 

10  1/8 

10-24-84 

8 5/8 

05-01-85 

10 

10-31-84 

8 3/8 

05-08-85 

9 3/4 

11-07-84 

8 1/4 

05-15-85 

9 3/8 

11-21-84 

7 7/8 

05-22-85 

9 1/8 

11-28-84 

7 3/4 

05-29-85 

8 3/4 

12-19-84 

7 1/2 

06-05-85 

8 5/8 

12-26-84 

7 5/8 

06-12-85 

8 1/2 

01-16-85 

7 3/8 

06-19-85 

7 5/8 

06-26-85 

The  Trust  Fund  Investment  Program 

The  Trust  Funds  are  composed  primarily  of  the 
holdings  of  eight  Retirement  Systems,  the  largest  three 
being  the  Teachers’  and  State  Employees’  Retirement 
System,  the  Local  Governmental  Employees’  Retire- 
ment System  and  the  Law  Enforcement  Officers’ 
Retirement  System.  To  the  Retirement  Systems  belong 
more  than  98%  of  all  the  Trust  Fund  assets  under 
management. 

The  Retirement  Systems’  investment  integrity  is 
held  inviolate  by  Article  V,  Section  6(2)  of  the  North 
Carolina  Constitution,  which  provides: 

“Neither  the  General  Assembly  nor  any 
public  officer,  employee,  or  agency  shall 
use  or  authorize  to  be  used  any  part  of  the 
funds  of  the  Teachers’  and  State  Employees’ 
Retirement  System  or  the  Local  Govern- 
mental Employees’  Retirement  System  for 
any  purpose  other  than  retirement  system 
benefits  and  purposes,  administrative  ex- 
penses, and  refunds;  except  that  retirement 
system  funds  may  be  invested  as  authorized 
by  law,  subject  to  the  investment  limitation 
that  the  funds  of  the  Teachers’  and  State 
Employees’  Retirement  System  and  the 
Local  Governmental  Employees’  Retire- 
ment System  shall  not  be  applied,  diverted, 
loaned  to,  or  used  by  the  State,  any  State 
agency,  State  officer,  public  officer,  or 
public  employee.” 

In  addition  to  the  Trust  Funds  of  the  Retirement 
Systems,  numerous  other  Trust  Funds  are  managed, 
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including  the  North  Carolina  Teachers’  and  State 
Employees’  Benefit  Trust,  the  North  Carolina 
Employee  Disability  Fund,  the  State  Treasurer’s 
Escheat  Fund,  various  Educational  Trust  Funds,  the 
State  Property  Fire  Insurance  Fund,  the  Workmen’s 
Compensation  Funds,  the  Insured  Student  Loan  Pro- 
gram and  the  Wildlife  Endowment  Fund. 

Trust  Fund  assets  under  management  reached  a 
total  of  $8.9  billion  on  June  30,  1985.  The  composite 
average  annualized  yield  was  10.43%  . Charts  3 and  4 
show  the  Invested  Funds  and  the  Rate  of  Return  since 
1981. 

TRUST  FUND  INVESTMENTS 

Chart  3 

Billions  of  Invested  Funds 


1981  1982  1983  1984  1985 


Chart  4 

Percent  Rate  of  Return 


1981  1982  1983  1984  1985 


The  investment  objectives  of  both  the  Cash 
Management  and  the  Trust  Fund  Programs  are 
achieved  through  participation  in  one  or  more  invest- 
ment funds  or  “pools”  established  by  the  Treasurer  as 
authorized  by  State  law.  These  are: 

The  Liquid  Asset  Fund 
The  Short-term  Investment  Fund 
The  Long-term  Investment  Fund 
The  Equity  Investment  Fund 
The  Real  Estate  Investment  Fund 
The  Trust  Fund  Investment  Program  participates  in 
the  investment  pools,  in  accordance  with  the  needs 
and  statutory  authority  of  the  individual  funds.  The 
cost  of  the  investment  management  function  is  shared 
equitably,  in  the  ratio  of  each  fund’s  participation. 

Charts  5 and  6 illustrate  the  Distribution  of  Assets 
by  Investment  Fund  and  Distribution  of  Investments 
by  Participants. 

Chart  5 

DISTRIBUTION  OF  ASSETS 
BY  INVESTMENT  FUND 
June  30,  1985 


.8% 


Total  Assets  = $10,823,537,887 
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Chart  6 

DISTRIBUTION  OF  INVESTMENTS 
BY  PARTICIPANTS 
June  30,  1985 


6.4% 


Total  of  All  Participants  = $10,792,606,931 
Investment  Activity 

Liquid  Asset  Fund  --  The  State  Treasurer  maintains 
this  fund  as  an  investment  alternative  available  to 
“any  official,  board,  commission,  other  public 
authority,  local  government,  school  administrative 
unit,  local  ABC  board,  or  community  college  of  the 
State  having  custody  of  any  funds  not  required  by  law 
to  be  deposited  with  and  invested  by  the  State 
Treasurer 

Objective:  To  provide  a daily  income  fund  with 
maximum  safety  and  liquidity  for  those 
public  entities  listed  in  G.S.  147-69. 3(b) 
which  are  permitted  to  voluntarily 
deposit  funds  with  the  State  Treasurer 
for  investment. 

Method:  Investment  vehicles  authorized  in  G.S. 

147-69.1  are  employed  to  invest  the 
cash  of  the  fund  in  such  a manner  as  to 
be  able  to  meet  any  withdrawal  de- 
mand on  request. 

The  1984-85  and  1983-84  fiscal  years  are  compared 
below: 


June  30,  1985 


June  30,  1984 


Assets 

Net  Annualized  Rate  of  Return 
Transactions  Executed 
Par  Value  of  Transactions 
Executed  During  the  Year 
Earnings  for  Year 


$14.8  million 
9.13% 
493 

$7,027,413,102 

$1,297,744 


$10.8  million 
9.61% 
504 

$4,512,636,000 

$874,056 


In  order  to  meet  the  need  for  withdrawal  of  funds, 
most  investments  during  the  fiscal  year  were  made  in 
overnight  (or  overweekend)  repurchase  agreements. 

Short-term  Investment  Fund  --  The  Cash  Manage- 
ment Program,  because  of  its  primary  need  for  safety 
and  liquidity,  is  totally  invested  in  the  Short-term  In- 
vestment Fund.  Also  participating  are  the  cash 
balances  of  the  Liquid  Asset,  Long-term,  Equity  and 
Real  Estate  Investment  Funds.  Thus,  all  cash  in  any 
fund  under  the  Treasurer’s  management  is  always  ful- 
ly invested. 

Objective:  To  provide  safety , liquidity  and  in- 

come on  average  monthly  balances  for 
the  General  Fund  and  the  Highway 
Fund , and  for  other  participants  per- 
mitted or  required  by  law  to  deposit 
funds  with  the  State  Treasurer  for  in- 
vestment. 

Method:  Investment  vehicles  authorized  in  G.S. 

147-69.1  are  employed  to  invest  all 
cash  in  the  fund , in  excess  of  the 
amount  required  to  meet  current  needs , 
in  such  a manner  as  to  be  “ readily  con- 
vertible into  cash ” as  required  by  law. 

The  1984-85  and  1983-84  fiscal  years  are  compared 
below: 


June  30,  1985  June  30,  1984 


Assets 

$ 2,321,745,014 

$ 1,996,663,315 

Net  Annualized  Rate  of  Return 

10.96% 

10.81 

Participants 

Earnings 

General  Fund 

$ 133,076,748 

$ 98,885,947 

Highway  Fund 

33,344,149 

30,160,751 

Retirement  Fund 

6,037,613 

5,396,150 

Various  Special  & Trust  Funds 

61,746,567 

58,278,172 

Total 

$ 234,205,077 

$ 192,721,020 

Number  of  Repurchase  Agreements 
Executed 

1.228 

1,228 

Par  Value  of  Repurchase  Agreements 

$59,750,120,000 

$70,893,758,000 

Number  of  Securities  Maturing, 
Purchased  or  Exchanged 

802 

975 

Par  Value  of  Securities  Maturing, 
Purchased  or  Exchanged 

$ 6,720,000,000 

$ 5,848,000,000 

Number  of  Exchanges 

277 

282 

Certificates  of  Deposit  and 
Savings  Certificates 

Certificates  Renewed 

314 

292 

New  Certificates  Issued 

54 

46 

Certificates  Paid  Off 

32 

53 

Listed  below  is  a breakdown  of  investments  in  the 
Short-term  Investment  Fund  as  of  June  30,  1985: 


Par  Value 

Percentage 
of  Portfolio 

Average  Yield 

U.  S.  Treasury  Notes 

$1,660,000,000 

74.7 

11.82 

U.  S.  Treasury  Rills 

21,000,000 

.9 

10.51 

U.  S.  Agency 

127,000,000 

5.7 

10.07 

Commercial  Paper 

40,000,000 

1.8 

7.37 

Bankers  Acceptances 

14,000,000 

.6 

8.11 

Repurchase  Agreements 
Certificates  of  Deposit 

167,223,741 

7.5 

7.37 

Ranged  from 

and  Savings  Certificates 

196,442,000 

8.8 

100.0% 

7.375  to  9.50 

Charts  7,  8 and  9 show  the  average  assets,  the  earn- 
ings and  annualized  rate  of  return  generated  by  the 
Short-term  Investment  Fund  since  1981. 
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SHORT-TERM  INVESTMENT  FUND 


Chart  9 


Chart  7 

Billions  of 

Dollars  Average  Assets 

2.3 


Chart  8 


Millions  of 

Dollars  Earnings 


1981  1982  1983  1984  1985 


Net  Annualized  Rate 


1981  1982  1983  1984  1985 

Long-term  Investment  Fund  --The  Investment  Pro- 
gram represented  by  this  fund  was  started  in  1941  on 
behalf  of  pension  and  other  trust  funds  and  is  now  pro- 
ducing an  annualized  yield  of  10.37%  . 

Objective:  To  provide  the  maximum  safe  return 
on  the  fixed-income  investments  of  the 
North  Carolina  Retirement  Systems,  and 
other  participants  required  or  permitted 
to  deposit  funds  with  the  State  Treasurer 
for  investment  , in  conformity  with  the 
concepts  of  fiduciary  responsibility  and 
prudent  investment  management. 

Method:  Investment  vehicles  authorized  in  G.S. 

147-69.2  are  employed  to  invest  the  cash 
of  the  fund,  and  to  exchange  the  assets  of 
the  fund  as  the  market  permits  in  order 
to  improve  the  income  and/or  quality  of 
the  fund. 

The  assets  of  the  Long-term  Investment  Fund  totaled 
$6.9  billion  at  June  30,  up  from  $5.9  billion  last  year. 
The  annualized  rate  of  return  was  10.37  % , an  increase 
of  35  basis  points  over  the  10.02%  reached  in  June, 
1984. 

Bond  exchange  activity  plus  new  money  investments 
improved  portfolio  quality  and  produced  an  increase  in 
yield.  A total  of  $905  million  high-quality  securities 
(“AA  or  better”)  were  purchased  producing  an  average 
yield-to-maturity  of  11.82%  . Included  in  our  bond  ex- 
change activity  was  an  issue  of  the  North  Carolina  Mor- 
tgage Investment  Corporation  which  was  traded,  fur- 
ther broadening  its  secondary  market  appeal. 

Upgrading  through  bond  exchanges  and  purchases 
continued  to  improve  the  percentage  of  “AA  or  better” 
rated  securites  in  the  portfolio  from  98  % to  99  % . The 
biggest  improvement,  however,  was  in  AAA  rated 
bonds  from  53%  to  62%  largely  as  a result  of  new  pur- 
chases of  government  bonds.  Narrow  yield  spreads  be- 
tween quality  corporate  and  government  bonds  made 
the  purchase  of  these  bonds  more  attractive. 
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Quality  Rating 

June  30, 1985 

June  30,  1984 

AAA 

62% 

53% 

AA 

37 

45 

A 

1 

2 

100% 

100% 

Average  Maturity  20.09  years  22.0  years 


To  produce  improvements  in  the  rate  of  return  or 


quality,  the  following  activity  was  required  during 
fiscal  year  1984-85: 

Par  Value,  purchases $ 671,676,000 

Number  of  purchases 187 

Par  Value,  sales  $ 108,000,000 

Number  of  sales 10 

Par  Value,  bond  exchange  transactions  ..  . $ 3,270,400,000 
Number  of  exchange  proposals  executed  ..  211 

Par  Value,  bond  exchange  proposals $21,622,199,000 

Number  of  exchange  proposals  analyzed  . . 569 

Assets  of  the  portfolio  are  disbributed  as  follows: 

6/30/85  6/30/84 


Governments  37.1%  28.2% 

Utilities  28.4  36.5 

Industrials  29.6  29.7 

Financial  4.9  5.6 

100.0%  100.0% 


Equity  Investment  Fund  --  The  Equity  Investment 
Program  is  provided  solely  for  participation  by  the 
North  Carolina  Retirement  Systems. 

Objective:  To  seek  a maximum  total  return  on  the 
equity  portfolio  consistent  with  the  ap- 
plicable State  law,  the  concept  of  pru- 
dent investment  management,  and  the 
public  nature  of  the  fund. 

“Cash  Return ” shall  mean  dividend  in- 
come plus  net  realized  capital  gains,  ear- 
nings on  temporary  cash  investment  and 
any  other  cash  income  directly  at- 
tributable to  the  Equity  Investment 
Fund.  On  a trailing  twelve-month  basis, 
as  well  as  inception- to- date  basis  (after 
first  year  of  relationship),  there  is  a 
minimum  annual  “Cash  Return ” objec- 
tive of  exceeding  the  actuarial  assump- 
tion (currently  7 1/2  %)  by  two  hundred 
and  fifty  basis  points. 

“Total  Return  ’ shall  consist  of  the  “ Cash 
Return”  plus/minus  unrealized  gains 
and  losses. 

Method:  Investment  advisors  are  retained  as 

authorized  in  G.S.  147-69. 3(g).  Recom- 
mendations are  from  among  investments 
as  authorized  in  G.S.  147-69.2(6).  The 
State  Treasurer’s  investment  staff  is 
responsible  for  all  trading  activity. 

Assets  of  the  Fund  totaled  $1.8  billion  or  21  % of  the 
Retirement  Systems’  investments  and  are  comprised  of 
“blue  chip”  or  high  quality  stocks  quoted  by  and 
trading  on  national  markets.  A portion  of  the  fund, 
approximately  2%,  is  invested  in  qualifying  “mutual 
funds”  providing  additional  diversification.  At  year 


end  85%  of  the  Equity  Investment  Fund  was  invested 
in  stocks  and  15%  was  invested  in  the  Short-term  In- 
vestment Fund  which  is  readily  convertible  into  cash 
for  commitment  to  the  equity  market. 

The  Dow  Jones  Industrial  Average  closed  at 
1,335.46  on  June  30,  1985,  up  from  1,132.50  at  June 
30,  1984.  The  Equity  Investment  Fund  is  managed  by 
six  outside  Equity  Advisors  on  a non-discretionary 
basis.  Together  they  realized  net  capital  gains  of  $76 
million,  bringing  the  cash  generated  by  the  Equity 
Fund  to  $149  million,  for  a “cash  yield”  of  10.72% 
net,  after  expenses. 

The  Covered-Call  Option  Writing  Program  gen- 
erated a net  profit  of  $3.6  million  for  the  year  on  unex- 
ercised options  with  net  premiums  collected  amoun- 
ting to  $5.4  million.  Net  premiums  of  $18  million  have 
been  generated  by  the  Covered-Call  Option  Writing 
Program  since  its  inception  5.4  years  ago  (March  1, 
1980). 

EQUITY  ACTIVITY 
1984-85 


Purchase  Transactions 
741 


Amount 

$553,967,791 


Sale  Transactions 
506 

OPTION  ACTIVITY 


Amount 

$471,477,600 


Opening  Transactions 
155 


Amount 
$ 5,855,069 


Closing  Transactions 

(including  expirations)  Amount 

155  $ 6,229,010 

Real  Estate  Investment  Fund  — The  Real  Estate  In- 
vestment Program  is  provided  exclusively  for  par- 
ticipation by  the  North  Carolina  Retirement  Systems. 

Objective:  To  provide  additional  diversification, 
while  being  an  inflation  hedge 
generating  a relatively  stable  flow  of 
current  income  for  the  North  Carolina 
Retirement  Systems. 

Method:  Investment  vehicles  authorized  in  G.S. 

147-69. 2(b  (5a)  are  employed  to  invest 
the  cash  of  the  fund  in  shares  of 
beneficial  interest  in  real  estate. 

Investments  are  in  pooled  or  separate  accounts 
managed  by  insurance  companies,  group  trusts,  com- 
mon or  collective  trust  funds  of  banks  or  real  estate  in- 
vestment trusts  having  assets  in  excess  of  $100  million 
located  within  the  United  States. 


All  investments  are  managed  by  large  conservative 
managers  with  national  reputations  and  whose  ac- 
counts are  specifically  tailored  for  tax-exempt  par- 
ticipants. The  managers’  philosophies  and  strategies 
differ,  yet  complement  each  other  by  offering  a broad 
diversification  of  various  types,  sizes  and  locations  of 
high  quality  properties. 
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The  fund  grew  from  a market  value  of  $77.01 
million  on  July  1,  1984  to  $86,059  million  on  June  30, 
1985  generating  a “cash  return”  of  8.80%  and  a “total 
return”  of  11.95%. 

INVESTMENTS  BY  TYPE 
June  30,  1985 


Office 

55.82% 

Office  Research  and  Development 

15.77 

Retail 

8.26 

Apartments 

6.45 

Hotels 

5.69 

Industrial 

4.78 

Cash 

3.23 

100.00% 

Supplemental  Income  Program  --  Additional  in- 
come resulting  from  the  active  management  of  the  In- 
vestment Funds  for  the  fiscal  year  totaled  $8  million. 
This  exceeds  the  operating  budget  for  the  entire 
Department  of  State  Treasurer  which  amounted  to 
some  $7,310,189.  Of  that  amount,  the  Investment  and 
Banking  Division’s  portion  was  $2,231,815. 


Investment  Fund 


Source  of  Earnings 

Liquid  Asset 
and 

Short-Term 

Long-Term 

Equity 

Totals 

Fail  Balance 

Investment 

Securities  Lending 
Options  Writing 
Dividend  Re-investment 

$ 2,550 
96,857 

$ 109,792 
2,683,733 

$ 189 

132,995 
3,621,375 
581,566 

$ 112,531 
3,713,585 
3,621,375 
581,566 

Grand  Totals 

$899,407 

$2,793,525 

$4,336,125 

$8,029,057 

Payment  of  the  State’s  Debt 

As  the  State’s  chief  financial  officer,  the  Treasurer  is 
charged  with  the  responsibility  of  making  timely  pay- 
ment of  principal  and  interest  on  North  Carolina’s 
General  Obligation  debt,  a function  vital  to  the 
maintenance  of  our  “AAA”  rating. 

The  Investment  Management  and  Operations  Sec- 
tions arrange  to  have  “readily  available  funds”  in  the 
hands  of  the  paying-agent  banks  on  due  date.  (Com- 
plete information  as  to  amounts  of  principal  and  in- 
terest due,  by  issue,  is  furnished  by  the  Division  of 
State  and  Local  Government  Finance.)  If  the  total  in- 
volved is  large,  a repurchase  agreement  may  be  ex- 
ecuted with  the  local  paying-agent  bank  to  mature  on 
due  date,  thus  becoming  “good  money”  on  a timely 
basis.  Smaller  amounts  are  supplied  on  due  date  by  the 
Operations  Section  by  wire  transfer  of  “good  money”. 

Through  these  arrangements,  the  bondholders  have 
access  to  their  money  as  promised;  meanwhile,  the 
funds  are  invested  for  the  benefit  of  the  State  until  the 
last  possible  moment. 

Other  Activities 

Accounting  — The  Accounting  Section  of  the  Divi- 
sion performs  the  accounting  function  for  the 
Treasurer  as  it  relates  to  his  investment  respon- 
sibilities. General  ledgers,  subsidiary  ledgers  and  jour- 
nals for  each  investment  fund  are  maintained  by  the 
section.  It  is  from  these  accounting  records  that  the 


section  prepares  interim  financial  statements  and 
other  management  information  reports,  as  requested. 
An  additional  responsibility  of  the  section,  related  to 
investments,  is  the  maintenance  of  participant  accoun- 
ting ledgers  and  the  calculation  and  distribution  of 
earnings  to  the  participants  of  each  investment  fund. 

The  accounting  procedures  for  the  investment  tran- 
sactions of  the  Liquid  Asset  Fund  and  the  Equity  In- 
vestment Fund  are  operational  on  the  new  UNI-COLL 
Investment  Accounting  System  “IAS™”.  The  “IAS™” 
is  an  on-line  investment  accounting  system  that  pro- 
duces financial  information  on  the  full  accrual  basis  of 
accounting.  The  transactions  for  the  Long-term  In- 
vestment Fund  and  Short-term  Investment  Fund  are 
currently  being  tested  on  the  “IAS™.” 

Plans  now  call  for  activation  of  the  Long-term  In- 
vestment Fund  and  Short-term  Investment  Fund 
phase  after  two  months  of  successful  testing. 

The  Accounting  Section  maintains  ledgers  that  are 
critical  to  the  State’s  system  of  financial  checks  and 
balances.  The  appropriations,  journal  entries,  receipts 
and  disbursements  of  all  State  agencies  and  institutions 
are  recorded  in  the  budgetary  ledgers.  Totals  by  tran- 
saction type  are  balanced  with  the  State  Disbursing 
Officer  at  the  end  of  each  month.  A bank  ledger  is 
maintained  to  record  all  deposits  of  funds  that  are  re- 
quired to  be  on  deposit  with  the  State  Treasurer,  in- 
cluding maturing  investment  principal  and  income. 
Any  checks  drawn  against  the  State  Treasurer’s 
depository  accounts  for  investment,  or  for  payment  of 
warrant  clearings,  are  recorded  in  the  bank  ledger. 
The  bank  ledger  is  used  to  reconcile  depository  and 
clearing  bank  statements  and  to  monitor  the  bank  ac- 
counts on  a daily  basis.  These  functions  are  related  to 
the  State  Treasurer’s  responsibility  of  acting  as  banker 
for  all  State  agencies  and  institutions. 

Operations/Banking  — The  Banking  Unit  of  the 
Operations  Section  accepts  State  warrants  for  pay- 
ment from  eleven  area  banks  as  well  as  from  the 
Charlotte  Branch  of  the  Federal  Reserve  Bank.  As  the 
banks’  cash  letters  are  balanced  daily,  valid  warrants 
are  charged  against  the  respective  disbursing  accounts 
of  the  various  State  agencies.  The  disbursing  account 
service,  similar  to  the  commercial  checking  account 
service  provided  by  the  banking  community,  renders 
statements  to  a total  of  some  600  active  accounts.  In 
addition,  the  Unit  provides  magnetic  tapes  of  warrants 
paid  to  164  of  these  accounts  to  facilitate  automatic 
account  reconciliation.  The  number  of  warrants  pro- 
cessed by  the  unit  during  fiscal  year  1984-85  increased 
from  14,231,491  to  14,644,162  - a 3%  increase  over 
the  prior  fiscal  year. 

A major  undertaking  completed  during  the  year 
was  the  installation  of  new  check  sorting  equipment. 
Through  a competitive  bidding  process,  an  IBM  3890 
Reader-sorter  with  a Doscheck  software  package  was 
selected.  The  system  was  installed  during  the  Spring  of 
1985  and  was  operational  June  1. 
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The  new  system  replaces  an  IBM  1419  and  will  pro- 
duce many  benefits.  The  main  operational  benefits  in- 
clude an  in-line  microfilming  feature,  which  was 
previously  a separate  operation,  and  on-line  reentry  of 
rejects.  The  reject  rate  during  the  first  month  of  opera- 
tion dropped  from  5%  under  the  old  system  to  1% 
under  the  new. 

The  system  also  provides  tremendous  cost  savings, 
which  will  result  from  an  increased  percentage  of 
funds  available  for  investment.  Previously,  the  clear- 
ing banks  were  required  to  fine-sort  warrants  by  ac- 
count number  before  presentment,  a service  which 
dictated  a compensating  balance.  The  new  system 
allows  the  State  Treasurer  to  perform  this  fine-sorting 
instead  of  the  banks,  thereby  eliminating  the  necessity 
for  the  compensating  balances  associated  with  this  ser- 
vice. This  reduction  will  save  approximately  $1 
million  annually,  considering  a reduction  of  $.08  per 
warrant  cleared.  The  new  system  enabled  bank 
balances  to  be  reduced  by  some  $14  million  during  the 
first  month  of  implementation.  At  this  rate,  the  pay- 
back period  for  the  cost  of  the  system  will  be  less  than 
six  months.  In  addition,  plans  are  underway  to  begin 
using  the  system  during  the  Fall  of  1985  to  process 
receipts.  By  using  the  system  to  prepare  qualified 
deposits,  cash  letters  can  be  presented  directly  to 
depository  banks,  with  same  day  availability  being 
given.  Projections  are  that  an  additional  $300,000  will 
be  earned  annually  after  this  second  phase  of  the  pro- 
ject is  implemented. 

Operations/Investment  — The  Investment  Unit  of 
the  Operations  Section  is  primarily  responsible  for  the 
completion  of  all  investment  transactions  after  they 
have  been  entered  into  by  the  Investment  Manage- 
ment Section,  which  entails  consummating  the  receipt 
and  delivery  of  the  securities  traded  versus  payment. 
Associated  with  this  function  is  the  timely  collection  of 
all  interest  and  dividend  payments,  as  well  as  all 
maturing  securities. 

In  order  to  take  advantage  of  the  modern  concepts 
of  book-entry  and  central  depositories,  the  custodian 
functions  of  all  eligible  securities  are  performed 
through  contractual  arrangements  by  The  Bank  of 
New  York.  The  Bank  of  New  York  utilizes  both  the 
Depository  Trust  Company  and  the  Federal  Reserve 
book-entry  system.  These  arrangements  enable  the 
State  to  participate  actively  in  the  securities  lending 
market. 

The  Unit  also  monitors  the  collateralization  of 
public  deposits  in  North  Carolina  banks  and  savings 
and  loan  associations.  Collateralization  is  required  for 
deposits  exceeding  any  FDIC,  FSLIC  or  FIAC 
coverage.  At  June  30,  1985,  some  94  depositories  had 
securities  with  a total  par  value  of  nearly  $1.4  billion 
pledged  to  the  State  Treasurer  through  18  different 
escrow  agents.  Forty-nine  of  these  depositories  were 
“Option  2”  institutions,  utilizing  a program  where 
their  individual  accounts  with  the  State  Treasurer 


covered  the  deposits  of  local  governmental  entities 
across  the  State.  Of  the  total  securities  pledged  at  June 
30,  1985,  approximately  28%  was  to  secure  State 
deposits. 

In  other  areas  of  responsibility,  the  unit  provides 
safekeeping  services  for  securities  held  as  “good  faith 
deposits”  for  other  State  agencies,  including  the 
Departments  of  Agriculture,  Commerce,  Insurance, 
Public  Education  and  Revenue.  These  securities 
amounted  to  $172  million  at  June  30,  1985.  A state- 
ment of  securities  held  in  trust  is  shown  in  Table  3 on 
Page  75. 

Projects  in  Progress 

Creation  of  a North  Carolina  Mutual  Fund  — Dur- 
ing the  year  we  have  met  with  a number  of  institutions 
in  an  effort  to  create  and  generate  interest  in  a pro- 
posed “North  Carolina  Fund.”  The  idea  is  to  create  a 
mutual  fund  of  North  Carolina  domiciled  companies 
which  might  be  of  interest  as  an  investment  vehicle  to 
“Mr.  & Mrs.  North  Carolina.”  In  addition  to  being  a 
boost  to  both  emerging  and  established  North  Carolina 
companies,  their  growth  and  success  would  enhance 
employment  opportunities  thereby  expanding  the  tax 
base  in  our  State. 

Such  a fund,  if  established  correctly,  should  ex- 
perience growth,  and  after  meeting  certain  criteria 
could  become  an  eligible  investment  alternative  for 
the  equity  portion  of  funds  managed  by  the  State 
Treasurer.  We  are  continuing  to  pursue  the  idea. 

Remittance  Processing  in  the  Department  of 
Revenue  --  The  Division  has  been  working  closely  with 
the  staff  of  the  Department  of  Revenue  in  their  efforts 
to  install  remittance  processing  equipment.  We  have 
negotiated  arrangements  with  six  Raleigh  banks  to 
allow  the  Department  of  Revenue  to  deposit  qualified 
“on-us”  items  directly  with  the  various  banks,  instead 
of  depositing  unqualified  mixed  deposits  with  only  one 
bank.  Such  an  arrangement  will  greatly  speed  up  the 
availability  of  a large  portion  of  Revenue’s  daily 
deposit.  With  the  Department  of  Revenue  being  the 
largest  depositor  of  State  funds,  it  is  anticipated  the 
new  system  will  have  a tremendous  impact  on  invest- 
ment earnings  generated  by  our  Cash  Management 
Program.  The  system  is  anticipated  to  be  operational 
by  the  first  of  the  calendar  year. 

Truncation  of  Paid  Warrants  — Having  completed 
the  installation  of  the  new  IBM-3890  Reader- 
sorter/Doscheck  System,  the  Operations  Section  is  in 
the  process  of  studying  the  feasibility  of  implementing 
a system,  referred  to  in  the  banking  industry  as  “Trun- 
cation.” Such  a system  provides  for  the  non-return  of 
State  warrants  to  State  agencies  after  they  have  been 
paid  by  the  State  Treasurer’s  Office.  Benefits  of  the 
system  would  accrue  to  both  the  State  Treasurer  and 
the  State  agencies  in  the  form  of  operating  efficiency 
and  reduction  in  storage  space  needed  by  the  agencies. 
Under  such  a system,  the  State  Treasurer  would  be  in  a 
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position  to  provide  the  agency  with  the  warrant  or  a 
copy,  if  ever  needed. 

Repurchase  Agreement  Contract  --  A written  repur- 
chase agreement  contract  has  been  established  by  the 
Investment  and  Banking  Division.  The  Division  is  in 
the  process  of  executing  these  contracts  with  all  banks 
and  broker/dealers  with  whom  we  invest  using  repur- 
chase agreements. 

Tables  1,  2 and  3 are  integral  parts  of  this  report 
concerning  the  management  and  operation  of  the  In- 
vestment and  Banking  Division. 
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State  and 

Local  Government 
Finance  Division 


The  State  and  Local  Government  Finance  Division 
is  organized  to  provide  the  State  Treasurer  and  the 
Local  Government  Commission  with  staff  assistance  in 
fulfilling  their  respective  statutory  functions.  The 
Division  is  organized  along  functional  lines  into  two 
major  groups  of  services:  Debt  Management  and  Fiscal 
Management. 


Table  of  Organization 


Assistance  is  rendered  to  local  governments  and 
public  authorities  in  North  Carolina  on  behalf  of  the 
Local  Government  Commission.  The  North  Carolina 
Local  Government  Commission,  a part  of  the  Depart- 
ment of  State  Treasurer,  approves  the  issuance  of  the 
indebtedness  of  all  units  of  local  government  and 
assists  these  units  in  the  area  of  fiscal  management. 
The  Commission  is  composed  of  nine  members:  the 
State  Treasurer,  the  Secretary  of  State,  the  State 
Auditor,  the  Secretary  of  Revenue,  and  five  others  by 
appointment  (three  by  the  Governor,  one  by  the 
Lieutenant  Governor,  and  one  by  the  Speaker  of  the 
House  of  Representatives).  The  State  Treasurer  serves 
as  Chairman  and  selects  the  Secretary  of  the  Commis- 
sion, who  heads  the  administrative  staff  serving  the 
Commission. 

In  providing  staff  assistance  to  the  State  Treasurer, 
the  Division  handles  the  sale  and  delivery  of  all  State 
debt  and  monitors  the  repayment  of  State  debt. 

Operational  Highlights 

• Seventeen  percent  (17%)  of  all  “Triple- A”  (AAA)  bond 
ratings  throughout  the  entire  United  States  are  maintain- 
ed by  the  State  of  North  Carolina  and  local  governmen- 
tal units  within  its  jurisdiction. 


• The  dollar  volume  of  new  issue  tax-exempt  bonds  in- 
creased by  $767.8  million  or  42.6%  over  last  years 
volume. 

• The  first  annual  State  Treasurer’s  Conference  on  cur- 
rent issues  in  local  government  finance  was  presen  ted  to 
various  groups  from  across  the  State. 

• The  Division,  in  coordination  with  the  Association  of 
County  Commissioners  and  the  State  Auditor’s  Office, 
developed  legislation  that  was  ratified  by  the  General 
Assembly  to  provide  for  the  orderly  and  efficient  im- 
plementation of  the  Single  Audit  in  North  Carolina. 

• On  behalf  of  the  State  and  local  government  units,  the 
Division  assisted  in  drafting  legislation,  that  was  later 
enacted,  to  enable  these  units  to  issue  variable-rate 
revenue  bonds  and  notes. 

• North  Carolina  issued  industrial  revenue  bonds  total- 
ing $426.1  million  resulting  in  the  creation  of  31,462 
jobs  and  the  saving  of  3,508  jobs. 

• After  a competitive  bid  process.  Sterling  Distributors 
and  Fidelity  Management  and  Research  were  selected  to 
continue  managing  the  North  Carolina  Cash  Manage- 
ment Trust  (NCCMT). 

• The  Division  published  an  audit  manual  for  govern- 
mental auditors  in  North  Carolina,  providing  them  with 
current  information  on  issues  in  governmental  finance. 

• The  staff  provided  pertinent  and  timely  information  to 
local  governments  on  several  key  issues  during  the  year, 
including  changes  in  the  Internal  Revenue  Service  (IRS) 
travel  regulations  and  compliance  with  the  Fair  Labor 
Standards  Act. 

• On  behalf  of  six  local  governmental  units  and  one 
private  non-profit  hospital,  the  Division  sold  refunding 
bonds  with  substantial  savings  being  produced. 

• The  Division’s  first  microcomputer  was  installed, 
enhancing  the  staffs  ability  to  efficiently  analyze  large 
amounts  of  information  and  enabling  them  to  better 
assist  local  units,  CPAs  and  investors. 

Tax-Exempt  Bonds  In  General 

Tax-exempt  bonds  have  traditionally  been  used  by 
the  State  and  local  governments  to  finance  the  con- 
struction of  public  facilities  such  as  schools,  roads, 
sewers,  water  systems,  office  buildings,  parks  and 
libraries.  General  obligation  debt  for  traditional 
public  purposes  has  risen  from  $2,078,345,754  in  1977 
to  $2,758,774,492  in  1985,  a growth  of  32.7  percent. 
In  recent  times,  there  has  been  a marked  trend  toward 
using  the  tax-exempt  bonding  authority  for  what  have, 
in  the  past,  been  thought  of  as  private  purposes.  These 
purposes  include  low-income  housing  mortgages,  in- 
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dustrial  and  pollution  control  facilities  and  equip- 
ment, health  care  facilities  and  equipment,  and  elec- 
tric power  generating  facilities.  Since  1977,  most  of 
the  growth  in  State  and  local  borrowing  in  North 
Carolina  has  been  for  these  semi-private  purposes;  the 
total  outstanding  debt  for  special  purposes  has  increas- 
ed from  $297,008,867  in  1977  to  $6,807,867,252  in 
1985,  a growth  of  2,192  percent. 

Basic  Functions 

Debt  Management  --  The  Division  issues  and 
monitors  all  State  debt  secured  by  a pledge  of  the  tax- 
ing power  of  the  State.  After  the  approval  of  the  bond 
issue,  the  Division,  with  the  assistance  of  other  State 
agencies,  determines  the  cash  needs  of  the  unit,  plans 
for  the  repayment  of  debt  (maturity  schedules)  and 
schedules  bond  sales  at  the  most  appropriate  time.  An 
Official  Statement  describing  the  bond  issue,  and 
other  required  disclosures  about  the  State,  is  prepared 
with  the  advice  and  cooperation  of  bond  counsel. 
Finally,  the  Division  handles  the  actual  sale  and 
delivery  of  the  bonds,  maintains  the  State  bond 
records  and  register  of  bonds,  and  monitors  the  debt 
service  payments.  At  June  30,  1985,  authorized  and 
unissued  general  obligation  bonds  for  the  State 
amounted  to  $46  million  and  general  obligation  bonds 
outstanding  amounted  to  $821  million.  See  Table  4. 

The  Division  is  also  responsible  for  the  authoriza- 
tion and  sale  of  revenue  bonds  for  the  North  Carolina 
Medical  Care  Commission,  the  Public  Power  Agencies 
and  the  North  Carolina  Housing  Finance  Agency. 
These  bonds  are  secured  only  by  the  specific  revenues 
pledged  in  payment  thereof.  The  staff  works  with  the 
agency  personnel  in  determining  the  feasibility  and 
scheduling  of  the  offering,  in  structuring  the  issue  and 
underlying  security  documents,  and  in  preparing  the 
data  which  must  be  presented  to  the  Local  Govern- 
ment Commission  for  its  approval  of  the  authorization 
and  sale. 

The  Division  assists  the  State  Treasurer  in  represen- 
ting the  State  in  all  presentations  to  Moody’s  Investor 
Service,  Inc.,  and  Standard  and  Poor’s  Corporation, 
the  two  national  bond  rating  agencies  used  by  the 
State  and  local  governmental  units  in  North  Carolina. 
North  Carolina  continues  to  have  a “Triple-A”  rating, 
the  highest  rating  attainable.  This  favorable  rating  has 
enabled  the  State  to  sell  its  bonds  at  an  interest  rate 
considerably  below  the  Bond  Buyer’s  Index,  thereby 
providing  tremendous  savings  to  North  Carolina’s  tax- 
payers. 

Probably  the  most  important  function  of  the  Com- 
mission is  the  approval,  sale  and  delivery  of  all  North 
Carolina  local  government  bonds  and  notes.  The  Divi- 
sion staff  counsels  and  assists  the  local  governmental 
units  in  determining  the  necessity  of  the  project,  the 
size  of  the  issue,  and  the  most  expedient  form  of  finan- 
cing. A review  is  made  of  the  debt  management 
policies  of  the  unit,  the  effect  of  the  financing  on  the 
tax  rate,  and  the  unit’s  compliance  with  the  Local 


Government  Budget  and  Fiscal  Control  Act.  Sale  dates 
are  scheduled  depending  on  the  need  for  the  money, 
the  anticipated  interest  rates,  and  the  times  when  the 
bonds  can  be  sold  with  a minimum  of  competition. 
The  staff  strives  to  resolve  all  problems  and  determine 
that  all  statutory  requirements  are  met  before  applica- 
tions are  presented  to  the  Local  Government  Commis- 
sion for  approval. 

After  approval  is  granted,  the  governmental  unit 
and  its  bond  counsel  assist  the  staff  in  gathering  and 
assembling  information  for  an  Official  Statement, 
which  is  mailed  to  a large  group  of  investment  bankers 
nationwide.  The  general  obligation  bonds  are  serial 
bonds  and  are  awarded  through  the  competitive  bid 
process  on  the  basis  of  lowest  total  net  interest  cost  to 
the  governmental  unit. 

After  the  sale,  the  staff  delivers  and  validates  the 
definitive  bonds  and  sees  that  the  moneys  are  promptly 
transferred  from  the  buying  brokers  to  the  governmen- 
tal unit. 

In  addition  to  bond  sales,  the  staff  assists  the  units  in 
selling  certain  short-term  debt  obligations.  These  may 
be  bond  anticipation  notes  to  provide  interim  funding 
of  projects  until  the  definitive  bonds  are  sold,  or  they 
may  be  other  notes  secured  by  specific  pledges  of  taxes, 
grants  or  future  revenues.  Authorization  for  short- 
term debt  obligations  is  also  based  upon  Local  Govern- 
ment Commission  approval. 

Debt  records  are  maintained  for  all  units  on  prin- 
cipal and  interest  payments  coming  due  in  the  current 
and  future  years.  All  debt  service  payments  are 
monitored  through  a system  of  monthly  reports. 

At  June  30,  1985,  authorized  and  unissued  general 
obligation  bonds  for  local  governments  amounted  to 
$550,923,700,  and  general  obligation  bonds  outstan- 
ding amounted  to  $1,937,774,492.  (See  Table  4).  Dur- 
ing 1984-85,  bonds  and  notes  were  sold  in  the  amount 
of  $372,861,100.  This  is  more  fully  described  in  Chart 
10.  Of  the  $288,328,100  general  obligation  bonds 
marketed  for  local  units,  $21,071,100  were  sold  to 
other  governmental  agencies.  The  remaining 
$267,257,000  were  sold  at  interest  rates  averaging  ap- 
proximately 100  points  below  the  national  average 
(according  to  the  Bond  Buyer’s  Index),  thus  saving  the 
local  units  approximately  $2.5  million  in  interest  costs 
for  the  first  year.  Over  the  life  of  these  bonds  the 
issuers  are  expected  to  save  in  excess  of  $25  million  in 
interest  costs.  This  is  a result,  in  part,  of  the  Division’s 
successful  efforts  in  maintaining  and  upgrading  the 
bond  rating  of  the  State  and  local  units  and  in 
monitoring  the  fiscal  soundness  of  the  individual  local 
units. 
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Chart  10 

PURPOSES  FOR  WHICH  LOCAL  GOVERNMENTS 
SOLD  BONDS  AND  NOTES 

Fiscal  Year  1984-85 


Total 


Schools 

Utilities 

Other 

No. 

Amount 

G.  O.  Bonds 

Counties  

. . $42,530,000 

$ 23,943,000 

$76,000,000 

22 

$142,473,000 

Cities  and  towns 

. . — 

47,277,100 

78,235,000 

35 

125,512,100 

Districts 

— 

20,343,000 

— 

3 

20,343,000 

Total  G.  O.  Bonds  

. . 42,530,000 

91,563,100 

154,235,000 

60 

288,328,100 

Revenue  Bonds 

Counties  

— 

— 

11,775,000 

1 

11,775,000 

Cities  and  towns 

. . — 

— 

1,000,000 

1 

1,000,000 

Districts  and  Authorities 

— 

25,255,000 

— 

2 

25,255,000 

Total  Revenue  Bonds 

— 

25,255,000 

12,775,000 

4 

38,030,000 

Notes 

Bond  anticipation 

2,110,000 

26,394,000 

16,825,000 

38 

45,329,000 

Revenue  anticipation  notes  .... 

. . — 

1,174,000 

— 

2 

1,174,000 

Total  Notes 

2,110,000 

27,568,000 

16,825,000 

40 

46,503,000 

Total  Bonds  and  Notes  . . 

. . $44,640,000 

$144,386,100 

$183,835,000 

104 

$372,861,100 

The  Division  staff  also  assists  in  the  sale  of  revenue 
bonds,  which  must  have  Commission  approval  in 
order  to  be  issued  by  municipalities,  joint  municipal 
electric  power  agencies,  county  industrial  facilities 


and  pollution  control  financing  authorities.  These 
bonds  are  secured  only  by  specific  revenues  pledged  in 
payment  thereof.  See  Chart  11. 
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DEBT  MANAGEMENT  ACTIVITIES 

(In  Millions  of  Dollars) 


Chart  11 


FY  1982  - 83  FY  1983  - 84  FY  1984  - 85 


No. 


Bonds  Sold  for  State 

General  Fund  1 

Highway  Fund  — 

Total 1 


Bonds  and  Notes  Sold  for  Local  Governmental 
Units: 

G.  O.  Bonds 60 

Revenue  Bonds  4 

Notes 48 

Total 112 


Special  Obligation  Bonds  and  Notes  Sold  for 
Medical  Care  Commission: 

Revenue  Bonds  3 

Revenue  Anticipation  Notes 1 

Sold  for  Housing  Finance  Agency: 

Bonds 2 

Notes — 


Sold  for  Power  Agencies: 

Revenue  Bonds  3 

Revenue  Anticipation  Notes 1 

Commercial  Paper  — 


Sold  for  Industrial  Facility  and  Pollution 
Control  Authorities: 

Revenue  Bonds  96 

Total  Special  Obligation  Bonds  and  Notes  . . . 106 
Grand  Total 219 


Amt. 

No. 

Amt. 

No. 

Amt. 

$ 90.0 

— 

— 

— 

— 

90.0 

— 

— 

— 

— 

172.9 

44 

98.5 

60 

288.3 

50.9 

4 

25.5 

4 

38.0 

60.6 

45 

79.3 

40 

46.5 

284.4 

93 

203.3 

104 

372.8 

26.6 

6 

116.4 

6 

213.3 

.6 

3 

4.2 

1 

.8 

23.6 

3 

194.0 

6 

289.4 









1,100.0 

2 

757.0 

2 

1,115.8 

137.0 

— 

— 

— 

— 

— 

— 

— 

1 

150.0 

300.2 

99 

528.1 

115 

426.1 

1,588.0 

113 

1,599.7 

131 

2,195.4 

$1,962.4 

206 

$1,803.0 

235 

$2,568.2 

Fiscal  Management  - An  important  function  of 
this  Division  is  monitoring  certain  fiscal  and  accoun- 
ting standards  prescribed  for  local  governmental  units 
by  The  Local  Government  Budget  and  Fiscal  Control 
Act.  As  a part  of  its  role  in  assisting  local  units  and 
monitoring  their  fiscal  programs,  the  Division  pro- 
vides assistance  to  them  in  following  generally  ac- 
cepted accounting  principles  and  good  cash  manage- 
ment practices.  The  Local  Government  Budget  and 
Fiscal  Control  Act  requires  each  unit  of  local  govern- 
ment to  have  its  accounts  audited  annually  by  a cer- 
tified public  accountant  or  by  an  accountant  certified 
by  the  Commission  as  qualified  to  audit  local  govern- 
ment accounts.  Because  of  recent  changes  in  the  field 
of  governmental  accounting,  the  Division  has  had  a 
particularly  complex  task  in  monitoring  the  annual 


audit  reports  for  compliance  with  generally  accepted 
accounting  principles. 

The  Division’s  staff  counsels  the  units  in  treasury 
and  cash  management,  budget  preparation,  and  in- 
vestment policies  and  procedures.  Upon  request,  on- 
site assistance  is  furnished  to  local  governments  in  ad- 
ministering existing  financial  and  accounting  systems, 
and  in  establishing  new  systems.  Educational  pro- 
grams, in  the  form  of  seminars  or  classes,  are  also  pro- 
vided in  order  to  accomplish  these  tasks.  The  staff 
members  make  presentations  throughout  the  year  at 
various  workshops  sponsored  by  the  Institute  of 
Government,  the  finance  officers’  associations,  and 
numerous  other  county,  municipal,  and  school 
organizations. 
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Continuing  assistance  is  also  provided  to  the  in- 
dependent auditors  of  local  governments,  particularly 
in  the  area  of  professional  education.  Several  members 
of  the  staff  serve  on  the  Governmental  Accounting  and 
Auditing  Committee  of  the  North  Carolina  Association 
of  CPAs.  The  staff  helps  to  prepare  and  update  two 
continuing  professional  education  courses  in  govern- 
mental accounting.  These  are  presented  several  times 
yearly  to  independent  auditors  through  the  auspices  of 
the  North  Carolina  Association  of  Certified  Public  Ac- 
countants. In  addition,  several  exposure  drafts  of  the 
Governmental  Standards  Boards  are  analyzed  and  the 
staff  s comments  and  recommendations  on  these  drafts 
are  given  to  the  Boards. 

Significant  Accomplishments 

Debt  Management 

“Triple- A”  General  Obligation  Bond  Ratings:  A 

“Triple- A”  general  obligation  bond  rating  is  the 
highest  attainable  and  reflects  strengths  in  debt  posi- 
tion, economic  base,  administrative  variables  and 
financial  performance.  Standard  and  Poor’s  has  as- 
signed “Triple- A”  general  obligation  long-term  debt 
ratings  to  nine  states,  13  counties  and  14  cities 
throughout  the  entire  United  States.  Approximately  17 
percent  of  these  “Triple- A”  ratings  are  enjoyed  by  the 
following  North  Carolina  units:  the  State  of  North 
Carolina,  the  counties  of  Durham,  Mecklenburg  and 
Wake,  and  the  cities  of  Charlotte  and  Raleigh.  In  ad- 
dition, the  Special  Airport  District  of  Durham  and 
Wake  Counties  also  enjoys  a “Triple-A”  rating.  To 
quote  from  Standard  and  Poor’s  Credit  Surveys: 
“The  ‘AAA’  General  Obligation  rating  for  cities,  coun- 
ties and  states  indicates  that  very  high  standards  have 
been  achieved  and  maintained.” 

Variable-Rate  Revenue  Bonds  and  Notes:  The  1985 
legislature  enacted  legislation  to  enable  the  State  and 
local  government  units  to  issue  variable-  rate  revenue 
bonds  and  notes.  This  legislation  was  designed  to  pro- 
vide a vehicle  for  issuing  debt  at  a rate  which  may  be 
adjusted  from  time  to  time.  The  adjustability  of  the 
rate  allows  units  to  take  advantage  of  lower  short-term 
interest  rates  offered  on  adjustable  issues. 

Advance  Refunding  for  General  Obligation 
Issues:  The  Division  provided  a mechanism  in  which 
the  local  governmental  units  of  the  State  could  ad- 
vance refund  outstanding  bonds  at  considerably  lower 
interest  rates  than  the  bonds  were  originally  issued. 
The  majority  of  these  bonds  were  issued  in  1982  during 
the  period  when  interest  rates  were  extremely  high. 
The  Division  issued  refunding  bonds  for  six  local 
governments  and  one  private  non-profit  hospital  for  a 
total  of  $85,075,000  with  a gross  debt  service  savings 
of  approximately  $9,167,000. 

Bond  Authorizations:  Since  1983  the  percentage  of 
bonds  approved  by  referendum  has  consistently  ex- 
ceeded 90%  ; and  the  fiscal  year  ended  June  30,  1985 
followed  that  trend  with  94.85%  of  the  bonds  pro- 
posed being  approved.  The  volume  of  bonds  proposed 


ran  at  a record  pace,  with  fifty-five  local  units  pro- 
posing a total  of  $312,566,000  bonds.  Fifty-one  units 
had  successful  propositions  totaling  $296,466,000 
bonds.  In  comparison,  for  the  fiscal  year  ended  June 
30,  1984,  sixty-seven  units  proposed  $334,030,000 
bonds.  Sixty-four  had  successful  propositions  totaling 
$325,030,000,  which  represented  a 97.31%  approval 
rate. 

Industrial  Revenue  Bonds:  Private  industry  con- 
tinues to  view  North  Carolina  as  attractive  for  expan- 
sion. The  use  of  industrial  revenue  bonds  continues  to 
benefit  this  process  even  though  Congress  has  placed 
certain  volume  restrictions  on  the  use  of  these  bonds. 
In  the  fiscal  year  ended  June  30,  1985,  115  issues  of 
bonds  were  approved  for  a total  of  $426.1  million. 
This  resulted  in  the  creation  of  31,462  jobs  in  addition 
to  3,508  jobs  saved.  As  the  year  ended,  Congress  was 
proposing  further  restrictions  on  the  issuance  of  these 
bonds. 

Fiscal  Management 

State  Treasurer’s  Conference:  The  first  annual 
State  Treasurer’s  Conference  was  held  on  March  12 
and  13,  1985.  The  program  topics  included  cash 
management  and  investment  alternatives,  direct 
deposit  payroll.  Fair  Labor  Standards  Act,  Escheat 
laws,  Internal  Revenue  Service  travel  regulations, 
lease  purchases,  and  the  budgeting  process.  The  pro- 
gram was  presented  to  several  groups  including  the 
County  and  City  Boards  of  Education,  State  Agencies, 
and  County  and  Municipal  governments. 

Single  Audit  in  North  Carolina:  The  Division, 
working  closely  with  the  Association  of  County  Com- 
missioners and  the  State  Auditor’s  Office,  helped 
develop  legislation  to  provide  for  the  orderly  and  effi- 
cient implementation  of  the  Single  Audit  for  local 
governments  in  North  Carolina.  The  legislation, 
ratified  on  June  26,  1985,  directed  the  Local  Govern- 
ment Commission  to  develop  a plan  of  action  during 
the  85-86  fiscal  year  for  the  implementation  of  the 
Single  Audit.  In  developing  the  plan  of  action  the 
Local  Government  Commission  was  instructed  to  con- 
sider several  specific  issues,  including  current  auditing 
and  monitoring  procedures  used  by  State  Agencies  and 
the  extent  to  which  these  procedures  might  be  satisfied 
by  single  auditing.  Another  issue  to  be  addressed  is  the 
development  of  guidelines  or  program  requirements 
by  State  Agencies  administering  State  and  Federal 
financial  assistance.  The  Local  Government  Commis- 
sion must  consult  with  statewide  organizations 
representing  interested  parties  on  this  issue  and  report 
the  findings  to  the  Joint  Committee  on  Governmental 
Operations  during  the  85-86  year. 

School  Procedures  Manual:  An  individual  school 
procedures  manual  was  issued  to  all  superintendents 
and  finance  officers  of  the  Boards  of  Education.  These 
procedures  provide  guidance  in  the  areas  of  cash  and 
investments;  cash  receipts  and  disbursements;  and  il- 
lustrations of  both  a decentralized  and  centralized  ac- 


24 


counting  system.  A chart  of  accounts  was  designed  and 
sample  forms  and  reports  were  included  to  facilitate 
the  accounting  process. 

Audit  Manual  for  Governmental  Auditors:  The 
staff  developed  and  published  an  audit  manual  for 
auditors  performing  governmental  audits  in  North 
Carolina.  The  manual  contains  current  information 
on  governmental  auditing,  including  lists  of 
authoritative  sources  and  available  professional 
literature,  all  pertinent  publications  of  the  Local 
Government  Commission,  major,  statutory  references, 
a sample  internal  control  questionnaire  (single  audit 
and  EDP  controls  included),  an  audit  program 
preparation  guide,  and  illustrative  financial 
statements  reflecting  current  pronouncements  of  ac- 
counting standard-setting  boards. 

Publications  for  Finance  Officers  and  Governmen- 
tal Auditors:  The  staff  continued  its  assistance  to 
governmental  units  and  their  auditors  through  several 
publications  this  year.  One  publication  communicated 
its  interpretations  and  recommendations  on  the 
numerous  changes  in  tax  laws  and  IRS  regulations 
relating  to  employee  travel  and  employer-provided 
vehicles. 

Several  memos  were  prepared  on  the  applicability 
and  effect  of  the  Fair  Labor  Standards  Act  on  local 
governments.  The  local  governments  were  directed  to 
appropriate  sources  for  assistance  in  complying  with 
the  Act. 

Due  to  the  increased  volume  of  lease  purchases  by 
local  governments  in  North  Carolina,  the  staff 
prepared  a memorandum  providing  guidance  on  the 
accounting  and  reporting  requirements  for  lease 
agreements.  This  publication  included  a description  of 
the  different  types  of  leases  a government  may  enter 
into,  and  the  proper  accounting  and  reporting  under 
the  various  governmental  funds.  Also  included  was  an 
illustration  of  some  of  the  appropriate  journal  entries. 

To  help  improve  the  marketability  of  North 
Carolina  bonds,  a technical  memorandum  was 
prepared  by  the  staff  on  bond  ratings.  The  memo 
discusses  the  essential  factors  often  considered  by  the 
rating  agencies  in  evaluating  the  quality  of  a bond 
issue.  The  intention  of  the  publication  is  for  the  local 
units  to  become  familiar  with  the  rating  process  and 
understand  the  essential  factors,  so  they  can  take  the 
appropriate  action  to  enhance  their  credit  standing. 

A memorandum  was  prepared  and  issued  to  all 
sheriffs  and  county  finance  officers  on  the  handling  of 
funds  in  the  sheriffs’  departments.  The  publication 
suggested  ways  to  improve  the  investment  of  and  inter- 
nal control  over  these  moneys.  Included  with  the 
memorandum  was  additional  information  on  the 
recordkeeping  for  informant  funds. 

The  second  annual  LGC  Bulletin  was  printed  in  the 
staff’s  continuing  efforts  to  provide  assistance  and 
guidance  to  local  units  and  their  independent 
auditors.  Current  issues  in  governmental  finance  were 
presented  along  with  a summary  of  the  staff s inter- 


pretations of  the  recent  releases  by  accounting 
standards-setting  boards. 

Mutual  Fund  for  Local  Government  Investment: 

Since  its  inception  in  1982,  the  North  Carolina  Cash 
Management  Trust  (NCCMT)  has  grown  from  zero  to 
nearly  250  participants.  This  fund  has  provided  these 
participants  with  a safe  short-term  investment  at  a 
competitive  yield. 

The  managers  of  this  fund  for  the  past  three  years, 
Sterling  Distributors  and  Fidelity  Management  and 
Research  Company,  were  selected  to  continue  their 
role  through  a competitive  bid  process  conducted  by 
the  Local  Government  Commission.  These  firms  will 
continue  to  operate  the  North  Carolina  Cash  Manage- 
ment Trust  for  at  least  five  years  under  rules  adopted 
and  administered  by  the  Local  Government  Commis- 
sion. The  Local  Government  Commission  monitors 
the  operations  of  the  fund  and  provides  assistance  if 
necessary. 

The  success  of  the  North  Carolina  Cash  Manage- 
ment Trust  over  its  first  three  years  has  proved  the 
worthiness  of  this  concept.  Interest  rates  generally 
have  improved  as  a result  of  having  access  to  such  a 
market  competitive  fund.  The  professional  staff  of  the 
North  Carolina  Cash  Management  Trust  has  also  pro- 
ved to  be  a valuable  asset  to  units  of  government.  Also, 
in  a year  when  almost  $300  million  in  public  funds 
were  lost  in  defaulted  investments,  the  security  of  the 
fund  was  appreciated. 

Governmental  Moneys  Transfer  System  (GMTS): 
During  the  year,  participation  in  the  GMTS  program 
grew  to  more  than  125  units  of  government.  These 
participants  received  transfers  of  money  from  the 
Department  of  Revenue  directly  into  their  North 
Carolina  Cash  Management  Trust  (NCCMT)  account; 
and  as  a result,  they  received  interest  on  these  funds 
from  the  date  of  transfer.  This  has  proved  to  be  a very 
efficient  way  for  the  participants  to  receive  distribu- 
tions of  Utility  Franchise  taxes  and  Intangible  Personal 
Property  taxes.  To  participate  in  this  system,  a unit  of 
government  need  only  sign  an  agreement  with  the 
Treasurer  and  be  a member  of  the  North  Carolina 
Cash  Management  Trust. 

Modernizing  Technological  Support:  The  Division 
received  its  first  microcomputer  in  May  to  be  utilized 
by  both  the  Debt  and  Fiscal  Management  Sections. 
The  staff  created  a database  of  municipal  electric  fund 
financial  information  and  began  the  process  of  analyz- 
ing the  data.  The  authorized  and  unissued  bond  list  for 
counties  and  municipalities  was  also  recorded,  allow- 
ing it  to  be  computer-generated  in  the  future.  Addi- 
tionally, name  and  address  data  banks  for  counties, 
municipalities,  and  public  authorities  were  estab- 
lished. These  will  be  used  not  only  for  mailing  lists, 
but  also  as  supporting  information  for  files  created  in 
the  future.  The  computer  will  allow  for  more  efficient 
data  compilation  and  analysis;  and  therefore,  will  give 
the  staff  additional  time  to  provide  more  meaningful 
and  more  timely  assistance  to  local  governments. 


25 


Projects  in  Progress 

New  Bid  Procedure  for  Competitive  General 
Obligation  Issues:  Staff  members  are  working  on  new 
procedures  for  competitive  bond  issues.  One  change, 
requiring  the  drafting  of  proposed  legislation,  will 
allow  for  a less  than  par  bid.  The  purpose  of  changing 
the  bid  procedure  is  to  provide  lower  interest  expense 
and  other  costs  for  issuing  units. 

Procedure  for  Nonvoted  Borrowing:  For  a number 
of  years,  there  has  been  an  expression  of  concern  by 
local  units  regarding  projects  which  needed  to  be  pur- 
sued under  circumstances  that  made  financing  dif- 
ficult under  current  constitutional  and  statutory  con- 
straints. In  1982,  the  Local  Government  Commission 
staff  suggested  that  some  adjustments  to  the  law  might 
answer  this  problem.  Initially,  this  suggestion  was  not 
greeted  with  enthusiasm.  However,  as  the  problem  has 
become  more  critical  in  certain  areas,  interest  has 
resumed  in  this  concept. 

During  the  1985  Session  of  the  General  Assembly, 
two  bills  were  introduced  (S.B.  707  and  709)  to  pro- 
vide an  alternate  procedure  for  nonvoted  borrowing. 
Currently,  a unit  of  local  government  may  borrow  up 
to  two-thirds  of  the  amount  by  which  the  unit’s 
outstanding  indebtedness  has  been  reduced  during  the 
preceding  fiscal  year  without  a vote  of  the  people. 
Under  the  bills  introduced  in  the  General  Assembly, 
this  authority  would  be  replaced  with  authority  to 
issue  new  debt  and  have  outstanding  an  amount  up  to 
one-half  of  one  percent  of  the  appraised  value  of  pro- 
perty subject  to  taxation  by  the  unit.  A companion 
statute  to  this  constitutional  change  would  authorize  a 
simplified  procedure  for  the  issuance  of  this  general 
obligation  debt. 

If  these  bills  are  enacted  and  the  constitutional 
change  approved  by  a vote  of  the  people,  units  would 
be  able  to  more  economically  finance  projects  that  are 
too  small  to  be  efficiently  financed  with  bond  issues. 
Also,  some  unpopular  projects  that  are  still  necessary, 
like  jails,  could  be  undertaken  at  a reduced  cost.  Work 
is  continuing  to  refine  the  concept.  Hopefully,  mean- 
ingful legislation  will  be  adopted  in  the  not  too  distant 
future. 

Single  Audit  Task  Force:  A task  force  composed  of 
representatives  from  the  State  Treasurer’s  Office,  the 
Auditor’s  Office  and  the  Governor’s  Office  has  been 
established  to  prepare  recommendations  for  the 
General  Assembly  on  the  necessary  procedures  to  most 
effectively  implement  the  1984  Single  Audit  Act  in 
North  Carolina. 

Sample  Investment  Policy:  An  investment  policy 
guide  is  being  prepared  for  the  use  of  the  local  units. 
The  sample  policy  guide  will  include  information  on 
how  to  carefully  select  financial  institutions  and 
securities  brokers  and  how  to  project  cash  flows.  A 
description  of  eligible  investments  for  local  govern- 
ments will  be  given,  along  with  directions  for  the  pro- 
per structuring  of  these  investments. 


Manual  for  Governmental  Units:  The  staff  plans  to 
update  some  of  the  accounting  procedures  in  the  pro- 
cedures manual  currently  in  use  and  to  restructure  the 
manual  so  it  will  contain  all  current  memoranda  and 
technical  publications  in  use.  The  new  format  will 
provide  a more  efficient  means  of  communicating  with 
the  governmental  units.  The  process  of  updating  the 
manual  in  the  future  will  be  similar  to  a subscription 
service,  whereby  only  obsolete  information  is 
eliminated  and  new  pages  of  information  are  added, 
instead  of  a new  manual  being  issued. 

Fiscal  Management  Computer  Applications:  Sepa- 
rate files  will  be  established  for  data  compiled  from  in- 
formation sources  such  as  local  government  audit 
reports,  the  Annual  Financial  Information  Report 
(AFIR)  and  the  Report  of  Cash  Balances.  Once 
created,  these  data  banks  will  enhance  the  analysis  of 
information  and  also  allow  for  the  projection  of  the 
impact  of  economic  events.  For  example,  the  financial 
burden  to  local  units  from  the  elimination  of  the 
Federal  Revenue  Sharing  Program  could  be 
calculated.  This  type  of  financial  information  provides 
the  staff  with  the  ability  to  disseminate  more  mean- 
ingful and  timely  information  to  local  units  that  will 
help  them  in  making  sound  financial  decisions.  The 
computer  will  also  be  used  in  special  projects  such  as 
tabulating  and  analyzing  the  responses  to  the  single 
audit  survey,  projecting  cash  flows  and  debt-paying 
ability  and  comparing  the  financial  operations  of 
similar  units. 

Expansion  of  Computer  Program  for  Various  Debt 
Management  Programs:  In  general,  almost  all  debt 
programs  involve  the  manipulation  of  numbers,  prin- 
tings, monitorings  and  schedulings.  The  Division’s 
computer  program  is  being  expanded  to  allow  for  the 
leveraging  of  efforts  in  a more  efficient  and  effective 
manner.  A few  of  the  planned  applications  include 
upgrading  the  debt  service  coverage  for  revenue 
bonds,  formulating  an  Overlapping  and  Underlying 
Debt  Information  Report  and  developing  a program  to 
maintain  bond  and  note  sales  and  settlements.  Addi- 
tionally, current  marketing  and  financing  innovations 
have  created  a need  for  new  computer  programs 
which  can  accommodate  variable  interest  rates  and 
principal  payments  other  than  on  the  traditional  an- 
nual basis. 

Pooled  Equipment  Financing:  The  Division  staff 
and  the  staff  of  the  N.  C.  Medical  Care  Commission 
are  currently  working  on  a joint  project  to  allow  for 
the  issuance  of  variable-rate  revenue  bonds  for  equip- 
ment financing  for  public  and  non-profit  hospitals. 
This  issuance  of  bonds  will  initially  enable  42  hospitals 
to  receive  money  for  the  purpose  of  buying  equipment. 
As  each  hospital  repays  the  loan,  these  moneys  will  be 
available  to  finance  more  equipment  projects  as  the 
need  arises.  The  average  maturity  of  each  hospital’s 
loan  is  expected  to  be  between  seven  and  ten  years. 
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Joint  Project  with  Department  of  Urban  Affairs  and 
Institute  of  Government:  The  Division  is  working 
with  the  Department  of  Urban  Affairs  (N.C.  State 
University)  and  the  Institute  of  Government  (UNC- 
Chapel  Hill)  to  coordinate  and  elevate  the  level  of 
assistance  being  offered  to  units  of  local  government  in 
the  selection  and  use  of  computer  hardware  and  soft- 
ware. 

Tables  4,  5 and  6 are  integral  parts  of  this  report 
concerning  the  State  and  Local  Government  Finance 
Division. 
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Retirement  Systems 
Division 


The  Retirement  Systems  Division  of  the  Depart- 
ment of  State  Treasurer  administers  the  statutory 
retirement  and  fringe  benefit  plans,  as  authorized  by 
the  General  Assembly  of  North  Carolina,  which  cover 
the  State’s  public  employees.  The  administration  of 
the  several  retirement  systems  requires  a high  level  of 
fiduciary  responsibility  for  the  employees’  trust  funds 
with  prudent,  honest  and  efficient  use  of  employees’ 
and  taxpayers’  contributions.  The  public  purpose  of 
the  existence  of  retirement  systems  is  to  recruit  and 
and  retain  competent  employees  for  a career  in  public 
service,  and  provide  a replacement  income  for  retire- 
ment, disability  or  at  death  for  an  employee’s  sur- 
vivors. The  organizational  structure  below  shows  the 
functional  arrangement  of  the  tasks  performed  in  this 
Division. 


Table  of  Organization 


Operational  Highlights 

• Presented  recommendations  and  draft  legislation  to 
the  1985  Session  of  the  General  Assembly  which  resulted 
in  the  enactment  of  laws  to:  merge  the  Law  Enforce- 


ment Officers’  Retirement  System  into  the  Local  Govern- 
mental Employees’  Retirement  System  and  the  Sup- 
plemental Retirement  Income  Plan  to  be  effective 
January  1,  1986;  increase  the  defined  benefit  accrual 
rate  in  the  State,  Local  and  LEO  retirement  systems  from 
1.57%  to  1.58%;  provide  post-retirement  increases  of 
4.6%  to  most  retirees;  allow  members  of  the  State  retire- 
ment system  an  unreduced  service  retirement  after  age 
60  with  25  or  more  years  of  service;  permit  members  of 
the  State  and  Judicial  retirement  systems  to  purchase  ser- 
vice credits  for  federal  employment;  and,  permit 
members  of  the  State  and  Local  retirement  systems  to 
purchase  service  credits  for  educational  leaves  and  omit- 
ted membership  service. 

• Merged  the  three  judicial-related  retirement  systems 
into  the  Consolidated  Judicial  Retirement  System  effec- 
tive January  1,  1985. 

• Installed  the  State’s  I.R.C.  Section  401(k)  Supplemen- 
tal Retirement  Income  Plan  effective  January  1,  1985. 

• Installed  the  Legislative  Retirement  System  effective 
February  5,  1985. 

• Transferred  State-employed  members  of  the  Law  En- 
forcement Officers’  Retirement  System  to  the  Teachers’ 
and  State  Employees’  Retirement  System  and  the  Sup- 
plemental Retirement  Income  Plan  effective  January  1, 
1985. 

• Combined  the  Accounting  and  Data  Control  Sections 
into  one  functional  section  effective  July  1,  1984. 

• Expanded  the  Member  Services  Section  by  two  addi- 
tional benefits  counselors,  with  one  specializing  in 
disabilities. 

• Expanded  the  Planning  and  Research  function  by  ad- 
ding an  employee  dedicated  to  the  preparation  of  an 
employer  benefits  and  procedures  manual. 

• Expanded  the  annual  statements  provided  members  of 
the  State  retirement  system  employed  by  departments 
and  agencies  to  include  service  and  beneficiary  informa- 
tion. 

Basic  Functions 

The  retirement  plans  administered  by  this  Division 
are  the: 

• Teachers’  and  State  Employees’  Retirement  System 

• Local  Governmental  Employees’  Retirement  System 

• Law  Enforcement  Officers’  Retirement  System 

• Consolidated  Judicial  Retirement  System 

• Legislative  Retirement  System 
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The  systems  are  governed  by  three  Boards  of 
Trustees.  The  State  Treasurer  is  ex-officio  Chairman 
of  each  board.  The  board  of  the  Teachers’  and  State 
Employees’  Retirement  System  is  composed  of  14  ac- 
tively working  employees,  retirees  and  public 
members.  The  Local  Governmental  Employees’ 
Retirement  System  board,  while  legally  separate,  is 
composed  of  the  same  14  members  plus  two  members 
representing  local  governments.  The  board  of  the  Law 
Enforcement  Officers’  Retirement  System  is  separate 
from  the  other  boards  and  is  composed  of  eight  active- 
ly employed  and  retired  law  enforcement  officers,  and 
public  citizens. 

In  addition  to  the  retirement  systems  administered 
through  this  Division,  responsibility  for  administra- 
tion of  other  programs  covers  the: 

• Public  Employees’  Social  Security  Agency 

• Disability  Salary  Continuation  Plan 

• Legislative  Retirement  Fund 

• National  Guard  Pension  Plan 

• Teachers’  and  State  Employees’  Benefit  Trust 

• Supplemental  Retirement  Income  Plan 

All  retirement  systems  and  other  programs  ad- 
ministered by  this  Division  are  operated  on  a calendar 
year  basis  from  January  1 to  December  31,  rather  than 
the  State’s  fiscal  year.  For  this  reason,  all  data  shown 
for  the  Division  are  for  the  captioned-year  ending 
December  31. 

The  administrative  expenses  of  the  Division  for  the 
retirement  systems  are  paid  by  receipts  from  the 
systems  based  on  the  ratio  of  members  in  each  system 
to  the  total  universe  of  members  of  all  systems.  Receipt 
support  from  other  programs  pays  for  their  cost  of  ad- 
ministration based  on  a cost-center  analysis. 

General  Administration 

The  Director  and  his  immediate  staff  are  responsi- 
ble for  overall  general  operation  of  the  Division,  and 
carry  out  the  policies  and  directives  of  the  State 
Treasurer  and  the  various  governing  boards.  They 
provide:  assistance  to  legislators  and  committees  of  the 
General  Assembly,  including  the  drafting  of  proposed 
legislation  and  the  acquisition  of  actuarial  notes  for 
each  introduced  bill;  response  to  news  media  in- 
quiries; action  on  administrative  appeals  by  individual 
members  of  the  retirement  systems;  a working  rela- 
tionship with  associations  and  organizations  of 
employees  and  employers;  and,  information  to  State 
departments,  agencies  and  institutions,  and  local 
governments.  The  staff  also  performs  planning  and 
research  functions,  and  directs  special  projects. 

Benefits  Processing  Section 

This  Section  is  charged  with  responsibility  for 
calculating  and  paying  monthly  retirement  allowances 
to  beneficiaries  and  refunds  of  accumulated  contribu- 
tions to  terminated  employees.  In  addition,  the  staff  in 
this  Division  handles  the  payment  of  death  claims  and 
lump-sum  death  benefits.  They  also  handle  the 


calculations  of  the  cost  for  retirement  systems’ 
members  to  purchase  additional  service  credits  (e.g. 
military  service,  out-of-state  service,  and  repayment 
of  service  forfeited  on  account  of  refunds  of  member 
contributions).  A long-term  special  project  of  this  Sec- 
tion is  the  conversion  of  retirement  systems’  members’ 
biographical  and  service  history  data  from  physical 
files  to  a computerized  basis. 

Accounting/ Data  Control  Section 

This  section  is  responsible  for  maintaining  the  ac- 
counting records  for  the  Division  including  depositing 
and  reporting  revenues,  preparation  of  vouchers/war- 
rants, budget  reports  and  all  external  financial  repor- 
ting. 

This  section  is  also  responsible  for  the  receipt  and 
transmittal  of  all  data  to,  and  verification  of,  reports 
submitted  to  the  Department  data  processing/ com- 
puter information  center.  Also  included  is  the  prepara- 
tion and  transmittal  of  data  for  the  State’s  comprehen- 
sive medical  plan  for  54,500  covered  retirees.  A 
description  of  the  six  primary  functions  of  this  Section 
is  as  follows: 

Cash  Book  and  Budget  Reports:  Requires  the  prepara- 
tion of  receipts  and  disbursements  journals,  budget 
reports  and  vouchers/warrants. 

Batch  Posting  and  Systems’  Transfers:  Requires  the 
depositing  and  recording  of  special  member  contribu- 
tions and  the  transfer  of  funds  between  systems. 
Deposits  and  Machine  Posting:  Requires  posting  of 
general  and  subsidiary  ledgers  and  the  deposit  of 
regular  member  and  employer  contributions. 

Payroll  Audit:  Requires  the  processing  of  incoming 
payroll/ contribution  reports  for  all  retirement  systems. 
Error  Checking:  Requires  correction  of  errors  of  all 
kinds  in  the  retirement  systems’  computer  base. 

Data  Transmittal:  Requires  processing  of  all  data  to, 
and  verification  of,  reports  from  the  Departmental 
data  processing/ computer  group.  Also  included  is  the 
preparation  and  transmittal  of  data  for  the  coverage  of 
eligible  retirees/ beneficiaries  under  the  State’s  com- 
prehensive medical  plan.  All  proofing  of  data  process- 
ing registers  for  retirements,  refunds  and  biographical 
changes  is  done  by  the  staff  of  this  Section. 

Member  Services  Section 

This  Section  handles  written  and  telephone  com- 
munications with  members  and  employers  par- 
ticipating in  the  retirement  systems,  and  other  benefit 
programs,  responding  to  myriad  questions  about 
fringe  benefits.  In  addition,  annual  pre-retirement 
planning  seminars  are  conducted  by  the  staff  of  this 
Section,  as  well  as  retirement  and  fringe  benefit  con- 
ferences at  the  request  of  employer  and  employee 
associations.  All  visitors  to  the  Division  requiring  in- 
dividual counseling  about  their  benefits  are  referred  to 
this  Section. 
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Records  Section 

This  Section  maintains  custody  of  and  updates  all 
member  and  employer  record  files.  An  on-going  func- 
tion of  this  Section  is  the  duplication  of  members’  files 
into  a microfiche  system,  and  the  conversion,  as  a 
long-term  project,  of  members’  and  beneficiaries’  files 
to  the  microfiche  based  records  system. 

Social  Security/Disability  Section 

This  Section  is  responsible  for  two  functions,  as 
follows: 

Social  Security:  Requires  the  handling  of  reports  of 
wages  subject  to  Social  Security  taxes.  Social  Security 
taxes  are  remitted  to  this  Section  from  covered  public 
employers  in  North  Carolina  and  transmitted  to  the 
Social  Security  Administration. 

Disability:  Requires  full  administration  of  the 
Disability  Salary  Continuation  Plan,  and  determina- 
tion of  eligibility  for  disability  retirement  benefits 
from  the  several  retirement  systems  through  the 
systems’  Medical  Hoard. 

Significant  Accomplishments 

Communications 

A new  telephone  system  with  expanded  capabilities 
for  both  external  and  intra-divisional  communication 
was  installed.  As  a result,  the  division  can  receive  a 
greater  number  of  telephone  calls  from  members  and 
employers,  and  direct  the  calls  more  rapidly  to  the  ap- 
propriate functional  areas. 

The  staff  of  the  Member  Services  Section  updated 
the  audio-visual  slide  presentation  to  incorporate 
changes  in  benefit  structures  enacted  in  the  1984  Ses- 
sion of  the  General  Assembly.  This  presentation  is  a 
communications  tool  used  in  the  Division’s  regional 
preretirement  counseling  meetings.  Another  major 
communications  tool  - the  member  handbooks  were 
revised  and  updated  to  reflect  legislative  changes,  and 
distributed  to  members  of  all  retirement  systems.  This 
task  was  accomplished  through  the  joint  efforts  of  the 
Director’s  staff  and  the  Member  Services  staff. 
Another  task  accomplished  in  the  same  manner  was 
the  design  and  development  of  new  application  forms 
for  members’  purchases  of  creditable  service  under  the 
various  service  purchase  provisions  allowed  by  law. 
These  application  forms  contain  the  details  of  the  re- 
quirements and  conditions  for  members’  purchases 
thereby  making  a member’s  decision-making  easier. 

In  order  to  better  and  more  efficiently  serve  the 
needs  of  members  and  employers,  the  Division  created 
three  new  employee  positions.  One  employee  was 
placed  under  the  Planning  and  Research  function  sole- 
ly dedicated  to  the  development  and  writing  of  a 
benefits  and  procedures  manual  for  the  use  of 
members’  employers.  Two  employees  were  placed  in 
the  Member  Services  Section  to  more  adequately  re- 
spond to  the  ever  increasing  inquiries  and  requests  of 
members.  One  of  the  two  new  employees  is  specializ- 


ing in  disability  cases  involving  both  the  retirement 
systems  and  the  Disability  Salary  Continuation  Plan. 

While  members  of  the  Local  Governmental 
Employees’,  Law  Enforcement  Officers’  and  Con- 
solidated Judicial  Retirement  Systems  have  been  pro- 
vided annual  statements  showing  accrued  service 
credits  and  beneficiary  designation  for  some  years, 
members  of  the  Teachers’  and  State  Employees’ 
Retirement  System  employed  by  State  departments 
and  agencies  received  statements  with  this  information 
for  the  first  time.  These  statements  were  as  of 
December  31,  1984. 

Functional 

Progress  continued  to  be  made  in  the  on-going  con- 
version activities  in  the  Division.  In  the  Benefits  Pro- 
cessing Section,  data  pertaining  to  almost  43,000 
members  of  the  Teachers’  and  State  Employees’ 
Retirement  System  was  converted  from  paper  files  to 
the  computer  data  base.  In  the  Records  Section,  the 
file  folders  of  about  14,000  retirees  and  7,800  members 
with  the  Teachers’  and  State  Employees’  Retirement 
System  were  converted  to  a microfiche  mode. 

For  the  three  large  retirement  systems,  the  Benefits 
Processing  Section  processed  over  20,000  refunds  of 
contributions  to  terminated  members  and  a record 
5,447  new  monthly  retirement  allowances. 

The  combination  of  the  Accounting  and  Data  Con- 
trol Sections  and  the  physical  relocation  of  the 
employees  resulted  in  a more  efficient  functional  sec- 
tion. It  also  freed-up  two  employee  positions  for 
reassignment  within  the  Division. 

Other  various  functional  accomplishments  were 
to:  convert  information  pertaining  to  members  of  the 
Judicial  retirement  system  to  the  computer  data  base; 
provide  State  health  benefits  plan  coverage  to  retirees 
in  the  Legislative  Retirement  Fund;  and  mail  federal 
income  tax  withholding  certificates  to  over  60,000 
retirees  and  surviving  beneficiaries. 

Legislation 

Prior  to  the  convening  of  the  1985  Session  of  the 
General  Assembly,  the  Director  and  his  staff  identified 
all  proposals  for  benefit  changes  and  enhancements 
recommended  by  the  various  associations  of  educators, 
employees  and  retirees.  Cost  estimates  for  the  recom- 
mendations were  acquired  from  the  Division’s  con- 
sulting actuary.  The  staff  then  assisted  the  State 
Treasurer  and  the  retirement  systems’  boards  of 
trustees  in  the  formulation  of  their  legislative  recom- 
mendations. 

After  the  convening  of  the  Session  on  February  5, 
1985,  the  Director  and  staff  provided  technical 
assistance  and  bill  drafting  services  for  the  standing 
Senate  and  House  Committees  on  Pensions  and  Retire- 
ment, and  communicated  the  boards  of  trustees’ 
recommendations.  The  staff  also  acquired,  as  provid- 
ed for  by  State  law,  actuarial  notes  disclosing  the  fiscal 
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impact  of  every  bill  introduced  which  affected  a State- 
administered  retirement  system  or  pension  plan. 
Altogether,  the  1985  Session  considered  64  introduced 
bills  affecting  the  retirement  and  benefit  plans  ad- 
ministered by  the  Division  and  acted  favorably  upon 
19  bills. 

An  important  issue  concluded  by  the  1985  General 
Assembly  was  to  dissolve  the  Law  Enforcement  Of- 
ficers’ Retirement  System  effective  as  of  January  1, 
1986.  At  that  time,  that  System’s  defined  benefit  por- 
tion will  be  transferred  to  the  Local  Governmental 
Employees’  Retirement  System  and  the  System’s  de- 
fined contribution  portion  will  be  transferred  to  the 
State’s  401  (k)  Supplemental  Retirement  Income  Plan. 
Other  elements  of  the  enacted  legislation  were  to: 
amend  the  statutory  benefit  structure  of  the  Local 
Governmental  Employees’  Retirement  System  to  ac- 
commodate the  earlier  retirement  privileges  of  law  en- 
forcement officers,  and  to  protect  all  benefit  rights  ac- 
cruing to  officers  at  the  time  of  transfer;  and  increase 
court  costs  assessed  in  criminal  convictions  with  the 
receipts  payable  to  officers’  accounts  in  the  State’s 
401(k)  Plan. 

The  General  Assembly  was  receptive  to  many  of  the 
recommendations  made  by  the  boards  of  trustees  for 
benefit  enhancements.  These  enacted  changes  includ- 
ed an  increase  in  the  defined  benefit  accrual  rate  in  the 
Teachers’  and  State  Employees’,  Local  Governmental 
Employees’  and  Law  Enforcement  Officers’  Retire- 
ment Systems  from  1.57%  to  1.58%,  with  a cor- 
responding increase  in  the  retirement  allowances  of 
beneficiaries  of  these  systems  of  0.6%  . Legislation  was 
also  enacted  granting  a 4 % post- retirement  increase  in 
the  allowances  of  all  beneficiaries  of  the  several  retire- 
ment systems,  payable  beginning  July  1,  1985  for  those 
in  receipt  of  an  allowance  on  July  1,  1984.  Further, 
beneficiaries  retired  between  July  1,  1984  and  June  30, 
1985  were  granted  a prorated  portion  of  the  4%  in- 
crease depending  upon  the  number  of  months  in 
retirement.  The  prorated  increase  to  beneficiaries 
retired  less  than  a year  was  the  first  time  the  General 
Assembly  enhanced  benefits  in  that  manner. 

The  so-called  modified  rule  of  85,  where  a member 
of  the  Teachers’  and  State  Employees’  Retirement 
System  can  retire  with  an  unreduced  service  retire- 
ment allowance  after  age  60  with  25  or  more  years  of 
service,  was  made  a permanent  part  of  that  system’s 
benefit  structure.  The  provision  had  existed  as  a tem- 
porary benefit  provision  for  the  previous  four  years. 

Other  legislation  enacted  by  the  1985  Session  which 
impacted  on  the  work  of  the  Division  was  to:  allow  the 
purchase  of  federal  employment  as  creditable  service 
by  members  of  the  Teachers’  and  State  Employees’  and 
Consolidated  Judicial  Retirement  Systems,  with  the 
member  paying  an  amount  equal  to  the  full  actuarial 
liability;  and,  allow  members  of  the  Teachers’  and 
State  Employees’  and  Local  Governmental  Employees’ 
Retirement  Systems  to  purchase  creditable  service  for 


past  educational  leaves  and  employment  when 
mistakenly  omitted  from  membership,  with  the 
member  paying  under  various  cost  methods  which  ap- 
proximate the  full  liability  created  on  account  of  the 
additional  service  credits. 

The  Retirement  Systems  and  Trust  Funds 

Actuarial  Valuation 

The  actuarial  valuation  is  prepared  by  an  actuary  to 
assess  the  funding  progress  of  a retirement  system  and 
the  adequacy  of  the  contribution  rates  which  have 
been  established  to  fund  the  system.  An  actuarial 
valuation  is  an  inventory  of  the  assets  and  liabilities  of 
a retirement  system  at  a specific  point  in  time.  Infor- 
mation collected  covers  all  of  the  active  (both  in- 
service  and  terminated)  members  and  all  of  the  retired 
members  and  other  beneficiaries  who  are  receiving 
benefit  payments.  In  this  way,  everyone  who  has  been 
promised  a benefit  from  the  system  is  included  in  the 
actuarial  calculations  to  determine  the  present  value 
of  the  system’s  liabilities.  These  liabilities  are  then 
compared  to  the  system’s  assets,  and  calculations  are 
made  to  determine  whether  the  contribution  rates  will 
be  adequate  to  fund  the  uncovered  liabilities  in  the 
time  period  originally  established.  Annual  valuations 
are  made  so  as  to  permit  gradual  changes  in  the  con- 
tribution level  and/or  funding  period  and  keep  the 
funding  on  a proper  course.  The  annual  valuation  is 
also  used  by  the  actuary  to  compare  actual  separation, 
compensation  and  investment  experience  with  the  ac- 
tuarial assumptions  used  in  the  valuation  of  the 
liabilities  of  the  system.  The  actuarial  valuation 
balance  sheets  for  each  retirement  system  are  included 
with  the  exhibits. 

Actuarial  Assumptions 

The  economic  assumptions  used  for  the  actuarial 
valuation  of  all  retirement  systems  are  an  interest  rate 
of  7 1/2%  per  year  and  average  rates  of  salary  increase 
of  7 1/2%  per  year,  varying  at  different  ages.  The 
assumed  rates  for  mortality,  withdrawals,  disabilities 
and  service  retirement  are  based  on  actual  past  ex- 
perience. The  asset  valuation  method  is  based  on  cost 
value. 

Funding  of  the  Systems 

The  five  retirement  systems  described  in  this  report 
are  being  funded  on  a full  actuarial  reserve  basis  and 
use  the  entry  age  normal  cost  method  as  the  actuarial 
cost  approach.  Under  this  entry  age  normal  cost 
method,  the  normal  contribution  percentage  rate  is 
calculated  on  the  basis  of  the  adopted  actuarial 
assumptions  as  the  level  percentage  of  the  compensa- 
tion of  the  average  new  member  which,  if  contributed 
throughout  the  entire  period  of  active  service,  would 
be  sufficient,  together  with  his  contributions,  to  sup- 
port all  the  benefits  payable  on  his  account.  The  ac- 
crued liability  is  the  difference  between  total  liabilities 
and  the  present  value  of  future  normal  cost  contribu- 
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Chart  12 


tions  and  the  members’  future  contributions.  All  ex- 
perience gains  and  losses  are  reflected  in  the  amount  of 
the  unfunded  accrued  liability  and  thereby  affect  the 
period  of  liquidation,  except  the  Local  Governmental 
Employees’  Retirement  System  where  they  are 
reflected  in  the  normal  contribution  rate. 

All  retirement  systems  are  joint  contributory  de- 
fined benefit  plans  with  contributions  made  by  both 
employees  and  employers.  Each  active  member  con- 
tributes six  percent  (6%)  of  his  compensation  for 
creditable  service  by  monthly  payroll  deduction.  The 
only  exception  to  this  member  contribution  rate  is  the 
Legislative  Retirement  System  to  which  each  active 
member  contributes  seven  percent  (7  % ) of  his  com- 
pensation. Employers  make  monthly  contributions 
based  on  a percentage  rate  of  the  members’  compensa- 
tion for  the  month.  Employer  contribution  rates  are 
actuarially  calculated. 

Funded  Status  of  the  Retirement  Systems 

The  consistent  use  of  conservative  actuarial  assump- 
tions and  an  approved  actuarial  cost  method  over  the 
years  since  the  establishment  of  the  retirement 
systems,  and  the  recognition  of  all  promised  benefits  in 
the  actuarial  liabilities,  have  resulted  in  retirement 
systems  which  can  be  labeled  as  “actuarially  sound.”  A 
simple  measure  for  determining  the  funded  status  of  a 
System  is  to  relate  the  total  present  assets  to  total  ac- 
crued liabilities  to  determine  a funded  ratio.  The  total 
accrued  liabilities  are  found  by  adding  the  assets  and 
the  unfunded  accrued  liabilities.  For  purposes  of  com- 
parison, the  funded  ratios  for  the  retirement  systems 
are  graphically  illustrated  in  Chart  12. 


FUNDED  RATIO 
OF  THE  RETIREMENT  SYSTEMS 
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Law  Enforcement  Officers’  Consolidated  Judicial 

Retirement  System  Retirement  System 

The  Consolidated  Judicial  Retirement  System  chart  reflects  the  combination  of  the  valua- 
tions for  the  former  Uniform  Judicial,  Uniform  Solicitorial,  and  Uniform  Clerks  of  Superior 
Court  Retirement  Systems.  This  System  reflects  a lower  funded  percentage  because  prior 
service  was  provided  to  the  members  at  no  cost. 

If  the  funded  ratio  on  these  charts  were  100% , they  would  consist  of  only  the  normal  con- 
tribution ( for  current  service).  The  Systems  would,  in  this  case,  be  considered  “fully 
funded." 
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Teachers’  and  State  Employees’ 

Retirement  System  of  North  Carolina 
(State  System)  N.C.G.S.  135-1 
Through  135-18.5 

The  State  System  has  the  largest  assets  and  member- 
ship of  the  retirement  systems  administered  by  the 
Division.  The  System  provides  benefits  to  all  full-time 
teachers  and  State  employees  in  all  public  school 
systems,  universities,  departments,  institutions,  and 
agencies  of  the  State.  The  General  Assembly  created 
the  Teachers’  and  State  Employees’  Retirement  System 
effective  July  1,  1941. 

This  System  began  operations  with  a membership  of 
42,878  teachers  and  State  employees,  and  with  ap- 
propriations from  the  State  of  $1,838,000.  The 
membership  of  the  State  System  has  grown  over  the 
years  in  proportion  to  the  growth  in  size  and  complexi- 
ty of  the  public  schools  and  the  State  government.  The 
membership  of  the  State  System  at  December  31,  1984 
was  243,271  and  in  addition  there  were  51,317  retired 
members  and  beneficiaries  of  deceased  retired 
members,  and  invested  assets  of  about  $6.4  billion. 

The  distribution  of  the  investments  of  the  assets  of 
the  State  System  as  of  December  31,  1984  was: 

Distribution  of  Investments 
December  31,  1984 

Long-Term  Fixed  Income  Investment  Fund  $5,029,357,782 

Short-Term  Fixed  Income  Investment  Fund  6,994,872 

Real  Estate  Investment  Fund  61,355,382 

Equity  Investment  Fund  1,340,493,256 

Total  $6,438,201,292 

Operations  of  the  State  System  during  the  calendar 
year  1984  resulted  in  total  receipts  of  $1,124,440,374 
and  total  expenditures  of  $333,984,639.  Chart  13 
graphically  presents  the  distribution  of  revenues  by 
source  and  expenditures  by  purpose. 

The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
State  System  as  of  January  1,  1985  is  shown  in  Table  7. 
Based  on  the  previous  and  latest  actuary’s  reports,  the 
Board  of  Trustees  set  the  employer  contribution  rate  at 
10.25%  of  covered  members’  payroll  effective  July  1, 
1984  and  continued  the  same  rate  effective  July  1, 
1985.  On  this  basis,  the  total  of  employee  and 
employer  rates  of  contribution  is  adequate  to  fund  all 
future  benefits  presently  authorized  based  on  current 
service,  and  to  fund,  over  a period  of  20  years  from 
January  1,  1985,  the  remaining  accrued  liability  for 
past  service. 


Chart  13 

Teachers’  and  State  Employees’  Retirement  System 
of  North  Carolina 
Year  Ended  December  31,  1984 

Sources  of  Funds 


Applications  of  Funds 


3.3% 
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North  Carolina  Local  Governmental 
Employees’  Retirement  System 
(Local  System) 

N.C.G.S.  128-21  through  28 

The  Local  System  is  maintained  for  the  employees 
of  cities,  towns,  counties,  boards,  commissions,  and 
other  entities  of  local  government  in  North  Carolina. 

Because  participation  of  local  governments  in  this 
System  is  voluntary,  the  operation  of  the  Local  System 
is  dependent  upon  the  acceptance  and  continuing 
financial  support  of  the  governing  bodies  and 
employees  of  local  governments.  Approval  and  accep- 
tance are  evidenced  by  the  fact  that  as  of  December 
31,  1984,  618  cities,  towns,  counties,  and  local  com- 
missions had  chosen  to  participate  in  the  Local 
System. 

This  system  began  operations  in  1945  with  18  par- 
ticipating local  governments,  2,102  members,  and 
assets  of  $178,053.  The  membership  of  the  Local 
System  as  of  December  31,  1984  was  71,090  and  in  ad- 
dition there  were  10,481  retired  members  and 
beneficiaries  of  deceased  members.  Invested  assets  as 
of  this  date  amounted  to  about  $1.2  billion. 

The  distribution  of  investments  of  the  assets  of  the 
Local  System  as  of  December  31,  1984  was: 

Distribution  of  Investments 
December  31,  1984 

Long-Term  Fixed  Income  Investment  Fund  $ 911,415,581 

Short-Term  Fixed  Income  Investment  Fund  3,648,677 

Real  Estate  Fund  10,806,242 

Equity  Investment  Fund  230,273,713 

$1,156,144,213 

Operations  of  the  Local  System  during  the  year 
1984  resulted  in  total  receipts  of  $217,939,206  and 
total  expenditures  of  $55,993,592.  Chart  14  graph- 
ically presents  the  distribution  of  revenues  by  source 
and  expenditures  by  purpose. 

The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
Local  System,  as  of  January  1,  1985,  is  shown  in  Table 
8.  The  valuation  utilizes  a frozen  accrued  liability 
with  gains  and  losses  reflected  in  the  normal  rate  of 
contribution. 

The  Board  of  Trustees  set  the  employer  normal  con- 
tribution rate  of  4.63%  of  covered  payroll  for  each 
employing  unit  in  1984-85.  The  accrued  liability  rate, 
if  any,  varies  with  the  employing  units  depending  on 
the  amount  of  prior  service  which  is  awarded  to  the 
members. 


Chart  14 

North  Carolina  Local  Governmental  Employees’ 
Retirement  System 
Year  Ended  December  31,  1984 

Sources  of  Funds 
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Applications  of  Funds 
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The  Law  Enforcement  Officers’ 

Retirement  System  (LEO) 

N.C.G.S.  143-66  through  143-166.04 

The  Law  Enforcement  Officers’  Retirement  System 
was  established  on  July  1,  1940;  however,  it  did  not 
come  under  the  jurisdiction  of  the  Department  of  State 
Treasurer  until  July  1,  1978  when  the  North  Carolina 
General  Assembly  enacted  legislation  to  transfer  it 
from  the  Department  of  State  Auditor. 

The  System  is  maintained  for  full-time  and  perma- 
nent employees  of  the  State  of  North  Carolina,  or  any 
political  subdivision  thereof,  who  serve  as  law  enforce- 
ment officers. 

The  distribution  of  investments  of  the  assets  of  the 
LEO  System  as  of  December  31,  1984  was: 

Distribution  of  Investments 
December  31,  1984 

Long-Term  Fixed  Income  Investment  Fund  $318,155,938 
Short-Term  Fixed  Income  Investment  Fund  2,314,432 

Real  Estate  Fund  3,820,136 

Equity  Investment  Fund  81,228,127 

Total  $405,518,633 

Operations  of  the  LEO  System  during  the  year  1984 
resulted  in  total  receipts  of  $68,869,555  and  total  ex- 
penditures of  $15,493,260.  Chart  15  graphically 
presents  the  distribution  of  revenues  by  source  and  ex- 
penditures by  purpose. 

The  LEO  System  began  operations  with  4,000 
members  and  total  assets  of  $398,254.  As  of  December 
31,  1984,  the  membership  has  increased  to  11,249  and 
there  were  1,645  retired  members  and  invested  assets 
of  about  $406  million. 

On  January  1,  1985,  as  the  result  of  legislation 
enacted  by  the  1983  Session  (1984  Regular  Session),  of- 
ficers who  were  employed  by,  and  retired  officers  who 
were  formerly  employed  by,  State  institutions  and 
agencies  were  transferred  to  the  Teachers’  and  State 
Employees’  Retirement  System.  Affected  were  2,452 
active  member  accounts  and  550  retired  member  ac- 
counts representing  an  actuarial  liability  of 
$146,322,840  as  of  January  1,  1985.  Assets  of 
$133,002,937  allocated  to  the  State  active  and  retired 
accounts  were  also  transferred  to  the  Teachers’  and 
State  Employees’  Retirement  System.  Funds  credited 
to  the  Special  Annuity  Accounts  of  State  employed  of- 
ficers of  $25,869,028  were  transferred  to  the  State’s 
Supplemental  Retirement  Income  Plan  to  which  the 
officer  had  an  immediate  vested  right. 

The  latest  Actuary’s  Valuation  Balance  Sheets  for 
the  LEO  System  as  of  December  31,  1984  and  January 
1,  1985  are  shown  in  Tables  9 and  10,  and  reflect  the 
division  between  the  State  and  local  officers.  The  1984 
General  Assembly  fixed  the  employer  contribution 
rate  at  6.63%  of  covered  payroll  for  the  fiscal  year 
1984-85  which  included  a reduction  of  .90%  for 
receipts  from  court  costs.  Effective  with  the  transfer  of 
State  officers  on  January  1,  1985  court  cost  receipts  to 
the  System  were  reduced  25%  (from  $2.00  to  $1.50 


per  criminal  case)  and  the  difference  credited  to  the 
accounts  of  State  officers  in  the  Supplemental  Retire- 
ment Income  Plan.  The  reduction  did  not  impact  the 
employer  contribution  rate  due  to  the  reduction  of 
covered  payroll  attributable  to  transferred  State  of- 
ficers. On  this  basis,  the  total  of  employee  and 
employer  rates  of  contribution  is  adequate  to  fund  all 
future  benefits  based  on  current  service  and  to  fund 
over  a period  of  20  years  from  January  1,  1985  the  re- 
maining accrued  liability. 

Chart  15 

Law  Enforcement  Officers’ 

Retirement  System 
Year  Ended  December  31,  1984 

Sources  of  Funds 
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Consolidated  Judicial  Retirement  System 
of  North  Carolina  (Judicial  System) 

N.C.G.S.  135-50  through  135-72 

The  Judicial  System  was  created  by  the  1983  Session 
(Regular  Session,  1984)  of  the  General  Assembly  effec- 
tive January  1,  1985.  This  System  was  formed  by  com- 
bining the  previously  existing  Uniform  Judicial, 
Uniform  Solicitorial  and  Uniform  Clerks  of  Superior 
Court  Retirement  Systems.  The  Courts  Commission 
was  responsible  for  the  design  of  the  benefit  structure 
of  the  previous  systems,  which  was  carried  forward  to 
the  new  consolidated  System. 

The  membership  of  the  Judicial  System  is  composed 
of  the  elected  judges  and  justices,  solicitors  and  district 
attorneys,  and  clerks  of  superior  court  of  the  General 
Court  of  Justice.  As  of  January  1,  1985,  there  were  371 
active  members,  27  inactive  members,  and  200  retired 
members  and  beneficiaries  of  deceased  retired 
members.  The  invested  assets  at  that  time  were  about 
$41  million. 

The  distribution  of  the  investments  of  the  combined 
Judicial  System  as  of  December  31,  1984  was: 


Distribution  of  Assets 
December  31,  1984 

Long-Term  Fixed  Income  Investment  Fund  $31,575,717 

Short-Term  Fixed  Income  Investment  Fund  1,468,392 

Real  Estate  Investment  Fund  368,872 

Equity  Investment  Fund  7,902,065 

Total  $41,315,046 


Operations  of  the  combined  Judicial  Systems  during 
the  calendar  year  1984  resulted  in  total  receipts  of 
$10,914,937  and  total  expenditures  of  $3,246,695. 
Chart  16  graphically  presents  the  distribution  of 
revenues  by  source  and  expenditures  by  purpose. 

The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
J udicial  System  as  of  J anuary  1 , 1 985  is  shown  in  T able 
11.  Based  on  the  actuary’s  report,  the  Board  of 
Trustees  set  the  employer  contribution  rate  at  29.71  % 
of  covered  members’  payroll  effective  January  1,  1985. 
On  this  basis,  the  total  of  member  and  employer  rates 
of  contribution  is  adequate  to  fund  all  future  benefits 
presently  authorized  based  on  current  service  and  to 
fund,  over  a period  of  20  years  from  January  1,  1985, 
the  remaining  accrued  liability  for  past  service. 


Chart  16 

Consolidated  Judicial  Retirement  System 
of  North  Carolina 
Year  Ended  December  31,  1984 


Sources  of  Funds 


Applications  of  Funds 

DEATH  BENEFITS 
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Legislative  Retirement  Fund  (Fund) 

N.C.G.S.  120-4,1  through  120-4.2 

The  Fund  was  created  by  the  1969  Session  of  the 
General  Assembly  as  a retirement  plan  for  members 
and  elected  officers  of  the  North  Carolina  General 
Assembly.  The  Fund  was  abolished,  prospectively,  by 
the  1973  Session  (Second  Session  1974).  The  abolishing 
Act  preserved  the  vested  and  inchoate  rights  of  the 
members  in  the  Fund  so  that  all  members  and  former 
members  of  the  General  Assembly  who  had  qualified 
by  virtue  of  service  as  of  1974  are  still  in  receipt  of 
monthly  allowances  or  may  apply  for  and  receive 
monthly  allowances  at  age  65.  There  were  57  former 
members  and  officers  of  the  General  Assembly  in 
receipt  of  allowances  with  a cost  in  the  year  ended 
December  31,  1984,  of  some  $96,150.  The  cost  is  fund- 
ed by  a contribution  of  5%  of  compensation  paid  by 
members  at  retirement  and  an  annual  general  fund 
appropriation  made  to  the  General  Assembly.  The 
Fund  is  not  operated  as  a retirement  fund,  but  as  a 
governmental  general  type  fund. 

Legislative  Retirement  System  (System) 

N.C.G.S.  120-4.8  through  120-4.29 

The  Legislative  Retirement  System  was  created  by 
the  1983  Session  of  the  General  Assembly  as  a retire- 
ment plan  for  members  of  the  General  Assembly.  The 
membership  also  included  members  who  were  vested 
or  had  maintained  member  contributions  in  the 
Legislative  Retirement  Fund  and  those  retirees  receiv- 
ing a benefit  from  the  Legislative  Fund  and  who  elect 
to  transfer  to  the  Legislative  Retirement  System. 

As  of  June  30,  1985,  there  were  198  members  of  the 
Legislative  Retirement  System.  Of  those  198,  there 
were  168  active  contributing  members  and  28  vested 
deferred  members. 

Disability  Salary  Continuation  Plan  (DSC  Plan) 
N.C.G.S.  135-34 

Disability  salary  continuation  benefits  are  self- 
insured  and  are  administered  by  the  Division.  The 
North  Carolina  Employee  Disability  Fund  was 
established  to  guarantee  these  benefits  and  was  funded 
for  a period  of  three  years,  from  July  1,  1972  to  June 
30,  1975,  at  the  rate  of  $3.00  per  month  per  employee 
paid  by  the  employers.  In  1975  the  General  Assembly 
suspended  the  employer  contribution.  Since  that  time, 
benefits  have  continued  to  be  paid  from  the  invest- 
ment earnings  and  accumulated  reserves.  In  1977,  for 
the  first  time,  the  benefit  payments  exceeded  the  in- 
vestment earnings  and  the  difference  was  paid  from 
the  accumulated  reserves. 


The  following  are  certain  statistics  relating  to  the 
number  of  disabled  members,  number  of  new  claims 
during  the  year,  the  claims  closed  during  the  year,  in- 
vestment earnings  and  amount  of  benefit  payments 
during  the  calendar  years  ended  1983  and  1984: 


Selected  Statistics 
For  the  Calendar  Years 

1983  1984 


Number  of  Disabled  Members  1,292  1,306 

New  Claims  During  the  Year  539  629 

Claims  Closed  During  the  Year  473  392 

Investment  Earnings  $1,079,016  $ 881,286 

Amount  of  Benefit  Payments  $2,529,830  $2,420,112 


Public  Employees’  Social  Security  Agency 
(Social  Security  Agency) 

N.C.G.S.  135-19  through  135-26 

The  Social  Security  Agency  administers  the  State’s 
responsibility  under  the  Social  Security  Agreement 
between  the  State  of  North  Carolina  and  the  United 
States  Secretary  of  Health  and  Human  Services.  This 
Agreement  was  entered  into  on  July  16,  1951.  This 
Agreement  was  executed  pursuant  to  authority  in  Sec- 
tion 218  of  the  Federal  Social  Security  Act  and  Article 
2,  Chapter  135  of  the  General  Statutes  of  North 
Carolina. 

The  provisions  of  the  Agreement  require  the  Social 
Security  Agency  to  provide  the  mechanics  of  coverage 
for  the  State  and  its  qualified  political  subdivisions,  to 
collect  and  transmit  employee  and  employer  contribu- 
tions, and  to  act  as  liaison  between  the  State  and  the 
Social  Security  Administration. 

During  the  calendar  year  ended  December  31, 
1984,  the  Social  Security  Agency  remitted 
$659,534,931  in  employee  and  employer  social  securi- 
ty contributions  from  1,210  State  and  local  govern- 
ment coverage  units  for  more  than  514,963  public 
employees  in  North  Carolina. 
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Teachers’  and  State  Employees’  Benefit  Trust 
(Benefit  Trust) 

N.C.G.S.  135-5(1);  128-27(1)  and  143-166(.02) 

The  Benefit  Trust  was  established  January  1,  1980, 
after  enabling  legislation  was  enacted  in  the  1979  Ses- 
sion of  the  General  Assembly,  by  the  Board  of  Trustees 
of  the  Teachers’  and  State  Employees’  Retirement 
System.  The  Boards  of  Trustees  of  the  Local  Govern- 
mental Employees’  Retirement  System  and  Law  En- 
forcement Officers’  Retirement  System  elected  to 
become  participating  affiliates  in  the  Trust  at  the  same 
date.  The  purpose  of  the  Benefit  Trust  is  to  provide 
group  life  insurance  benefits  for  members  of  these 
three  retirement  systems.  Formerly,  identical  type 
death  benefits  were  provided  directly  by  these  retire- 
ment systems. 

All  contributions  to  fund  this  benefit  are  paid  by 
State  and  local  governments,  participating  in  one  of 
the  three  retirement  systems,  to  the  Trust  and  held 
separate  and  apart  from  any  pension  or  retirement 
funds.  The  funding  method  adopted  for  the  Benefit 
Trust  is  one- year  term  cost. 

Chart  17  graphically  presents  the  distribution  of 
revenues  by  source  and  expenditures  by  purpose.  The 
number  of  deaths  and  amounts  of  benefit  payments, 
according  to  member  group,  during  1984  were: 

Life  Insurance  Payments 
Calendar  Year  1984 

Retirement  System  Membership  Number  of  Payments  Amount 

Teachers’  and  State  Employees’  324  $5,093,074 

Local  Governmental  Employees’  91  1,404,475 

Law  Enforcement  Officers’  15  211,008 

National  Guard  Pension  Plan 
(Guard  Plan) 

N.C.G.S.  127A-49 

The  Guard  Plan  was  transferred  to  the  Department 
of  State  Treasurer  for  payment  of  monthly  benefits  by 
the  1979  Session  of  the  General  Assembly,  effective 
July  1,  1979.  This  Division  pays  allowances  based  on 
the  certification  of  eligibility  of  former  national 
guardsmen  by  the  Secretary  of  the  Department  of 
Crime  Control  and  Public  Safety.  The  payments  of 
benefits  are  funded  by  State  General  Fund  appropria- 
tions by  the  General  Assembly.  As  of  December  1984, 
there  were  562  beneficiaries  in  receipt  of  monthly 
allowances  from  the  Guard  Plan  at  a cost  that  calen- 
dar year  of  $558,049. 

The  1983  Session  of  the  General  Assembly  enacted 
legislation,  effective  July  1,  1983,  creating  a trust  fund 
for  financing  National  Guard  Plan  payments  and  re- 
quiring the  State  Treasurer  to  maintain  the  Plan  on  a 
generally  accepted  actuarial  basis.  Based  on  an  ac- 
tuarial study  after  passage  of  this  legislation,  the  June 
1984  Session  appropriated  $1,717,977  to  begin  ac- 
tuarial reserve  funding. 


Chart  1 7 

North  Carolina  Teachers’  and  State  Employees’ 
Benefit  Trust 

Year  Ended  December  31,  1984 
Sources  of  Funds 


Applications  of  Funds 


FUND  PAYMENTS 
$648,905 

1.6% 
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Supplemental  Retirement  Income 
Plan  of  North  Carolina  [401(k)  Plan] 

N.C.G.S.  135-90  through  135-95 

The  1983  Session  (Regular  Session,  1984)  enacted 
enabling-type  legislation  creating  the  State’s  Internal 
Revenue  Code  Section  401(k)  Plan  effective  as  of 
January  1,  1985.  The  Plan  is  a voluntary  tax  deferred 
savings/investment  program  designed  to  supplement 
members’  replacement  income  in  retirement.  The  Plan 
is  governed  jointly  by  the  State  Treasurer  and  a Board 
of  Trustees  composed  of  members  of  the  Boards  of 
Trustees  of  the  Teachers’  and  State  Employees’  and 
Local  Governmental  Employees’  Retirement  Systems. 

After  a thorough  competitive  bidding  process,  the 
Board  selected  Branch  Banking  and  Trust  Company 
(BB&T)  as  the  Plan’s  third-party  administrator.  BB&T 
is  responsible,  under  the  Plan  document  adopted  by 
the  Board  and  the  terms  of  the  contract  with  the 
Board,  for  all  aspects  of  operating  the  Plan.  This 
responsibility  includes  communications,  record- 
keeping and  investment  products. 

Further  legislation  enacted  by  the  1984  Session  of 
the  General  Assembly  caused  the  Special  Annuity  Ac- 
counts of  State-employed  members  of  the  Law  En- 
forcement Officers’  Retirement  System  to  be  trans- 
ferred to  the  Plan  effective  with  its  creation  on 
January  1,  1985.  This  asset  transfer  amounted  to 
$25,869,028.  As  of  June  30,  1985  there  were  2,762 
members  of  the  Plan  with  $26,400,248  in  assets. 

Legislation  enacted  by  the  1985  Session  of  the 
General  Assembly  will  cause  the  remaining  assets  of 
local  governments’  members  of  the  Law  Enforcement 
Officers’  Retirement  System  with  contributions  in 
their  Special  Annuity  Accounts  to  be  transferred  to  the 
Plan  effective  January  1,  1986.  It  is  anticipated  that 
this  transfer  will  add  about  5,700  members  with  about 
$39  million  in  assets. 
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A dministra  tive 
Services  Division 


The  Administrative  Services  Division  provides  sup- 
port services  to  the  State  Treasurer  and  the  three 
operating  divisions.  General  support  services  include 
budget  management,  personnel  management,  and 
purchasing  and  mail  room  operations.  In  addition  to 
general  support,  technical  support  services  are  also 
provided.  These  services  include  data  processing, 
word  processing  and  technical  assistance  for  special 
projects  such  as  cost-benefit  studies,  management 
audits  and  preparation  of  technical  materials. 

Escheat  and  Abandoned  Property  Administration  is 
a small  but  important  operating  function  of  the 
Department.  Because  it  does  not  fit  the  operating  pat- 
terns of  the  other  divisions,  it  operates  as  a section  of 
the  Administrative  Services  Division. 

Table  of  Organization 


Operational  Highlights 

• Net  earnings  on  investments  from  the  Escheat  Fund 
amounted  to  $ 2,898,308 , which  was  remitted  to  the 
State  Education  Assistance  Authority  to  provide  loans  to 
North  Carolina  students  in  State-supported  schools  of 
higher  education. 

• $4,288,633  in  unclaimed  and  abandoned  property 
was  received  from  1,651  holders. 

• A record  $451,558  was  refunded  to  1,650  owners  of 
unclaimed  and  abandoned  property. 


• Sixty-three  unclaimed  and  abandoned  property  audits 
were  conducted  on  banks,  credit  unions,  savings  and  loan 
associations  and  Clerks  of  Superior  Court  resulting  in  the 
receipt  of  over  $1,027,863.  The  audits  also  identified  an 
additional  $4,066,396  in  potential  receipts. 

• One  additional  reciprocal  escheat  agreement  with 
another  state  was  signed,  bringing  the  total  number  of 
agreements  to  nine. 

• Two  new  unclaimed  and  abandoned  property  auditor 
positions  were  approved,  providing  the  program  with 
three  auditors. 

• A new  Investment  Accounting  System  for  the  Invest- 
ment and  Banking  Division  was  designed  and  im- 
plemented. 

• Equipment  for  warrant  clearing  operations  in  the  In- 
vestment and  Banking  Division  was  upgraded. 

Support  Services 

Data  Processing:  The  Data  Processing  Section  pro- 
vides the  centralized  data  processing  resources  for  the 
Department’s  needs.  The  Section’s  major  resources 
and  capabilities  are:  (a)  project  development,  in- 
cluding planning,  system  analysis  and  design  and  com- 
puter programming;  (b)  computer  operations  utilizing 
a medium-sized  IBM  computer  system  with  telecom- 
munication features;  and  (c)  a data  entry  staff.  A pro- 
ject development  firm  was  engaged  to  assist  us  with 
implementing  more  up-to-date  hardware  and  software 
for  our  warrant  clearing  operation. 

The  increased  data  stored  by  the  computer  system 
has  enabled  the  Department  to  more  fully  utilize  its 
teleprocessing  capabilities.  The  Department  has  iden- 
tified future  programs  and  enhancements  to  existing 
programs  which  will  provide  better  management  in- 
formation, and  which  will  improve  many  operational 
functions  within  the  Department.  Major  projects 
under  development  or  recently  implemented  are 
outlined  as  follows: 

Teleprocessing  capabilities  have  been  implemented  to 
support  an  investment  accounting  system  (IAS)  for  the 
Investment  Division.  The  IAS  package  is  being  developed 
by  the  UNI  COLL  Corporation  and  will  provide  a com- 
plete accounting  system  for  the  State’s  investment  port- 
folio. As  part  of  this  accounting  system,  a data  interface 
between  the  IAS,  the  State’s  disbursing  accounts  and  the 
State’s  budgetary  accounting  system  will  be  helpful. 

An  up-to-date  document  processor  with  compatible 
software  has  been  installed  for  the  warrant  in-clearing 
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operation  of  the  Investment  and  Banking  Division.  This 
system  also  allows  for  preparing  qualified  deposits,  thus 
allowing  earlier  availability  of  funds.  The  results  of  this 
project  are  (1)  improved  service  to  the  State  agencies,  In- 
stitutions and  Universities  and  (2)  improved  operational 
procedures  in  the  banking  and  computer  systems  opera- 
tions. 

A very  significant  data  conversion  project  is  underway 
for  the  member  accounts  in  the  Retirement  Division.  The 
conversion  itself  involves  the  transferring  of  a member’s 
biographical  and  service  retirement  data  from  physical 
files  to  the  automated  datafiles.  The  objective  of  this  pro- 
ject is  to  provide  a “free  standing”  informational  data 
base  which  will  eliminate  the  manual  aspects  of 
calculating  retirement  benefits.  To  more  fully  comple- 
ment this  system,  on-line  teleprocessing  functions  have 
been  developed  so  that  member  account  information 
may  be  entered  directly  into  the  computer  by  the  Retire- 
ment Division. 

Completed  projects  for  the  Retirement  Division  now 
in  effect  are  (a)  the  incorporation  of  four  additional 
Retirement  Programs  into  the  retirees’  monthly  benefit 
payment  application;  (b)  the  incorporation  of  the  Law 
Enforcement  Officers’  refund  payments  into  the  weekly 
payment  application;  (c)  more  informative  statements  of 
account  (i.e.  accurate  account  of  members’  service  and 
estimated  benefits)  for  the  Local  Governmental 
Employees’  Retirement  System;  (d)  the  enhancement  of 
the  program  package  that  computes  the  purchase  of  ser- 
vice credits  on  a full  cost  actuarial  basis  for  the  members; 
(e)  the  initial  development  of  an  on-line  teleprocessing 
system  for  subsidiary  posting  and  deposit  advice  for 
employee  and  employer  receipts;  (f)  the  inclusion  of  the 
processing  of  receipts  for  the  Public  Employees’  Social 
Security  clearing  operation;  (g)  development  of  a system 
for  reporting  “40 IK”  deferred  compensation  data  to  the 
Plan  Administrator;  and  (h)  the  transferring  of  Local  law 
enforcement  officers  from  the  Law  Enforcement  Of- 
ficers’ Retirement  Program  to  the  Local  Governmental 
Employees’  Retirement  Program.  Many  on-going 
automation  projects  are  intended  to  enhance  and  im- 
prove the  information  resources  of  the  Retirement 
Systems  Division. 

Additional  enhancements  have  been  made  to  the 
automated  batch  processing  system  for  the  Escheat 
Fund.  This  system  performs  accounting  functions  for 
receipts  and  refunds,  and  provides  storage  of  inf ormation 
on  the  holders  and  original  owners  of  escheated  property 
necessary  for  the  new  reporting  requirements  of  the 
Escheat  Laws.  A telecommunications  system  is  about 
75%  completed  for  the  Escheats  Program.  This  system 
will  provide  for  inquiries  to  owner  and  holder  data,  as 
well  as  permit  on-line  updates,  corrections  and  initiating 
refund  payments. 

An  automated  batch  processing  system  provides  im- 
proved debt  service  inf  ormation  for  the  State  and  Local 
Government  Finance  Division.  This  system  prepares 
bond  amortization  schedules,  monthly  principal  and  in- 
terest statements,  and  annual  financial  statement  reports. 
This  system  is  presently  being  studied  because  of  bond 
issues  that  now  have  varying  dates  for  interest  and  prin- 
cipal payments. 

To  date,  a personal  computer  has  been  installed  to 
facilitate  the  modeling  of  bond  amortization  schedules 
and  to  prepare  financial  reports.  The  Division  is  also  at- 


tempting to  locate  a vendor-supplied  software  product 
that  will  manage  the  total  indebtedness  data  system. 

The  Data  Processing  Section  upgraded  the  main-frame 
computer  system  to  meet  the  increasing  demands  for  pro- 
cessing brought  about  by  the  additional  telecommunica- 
tion and  warrant  processing  systems.  The  enhancements 
provide  greater  speed,  increased  care  and  improved 
utilization  of  teleprocessing  terminals. 

Technical  Assistance:  Technical  assistance  was  pro- 
vided to  all  divisions  of  the  Department  as  requested. 
The  major  projects  during  the  year  were: 

Assistance  to  the  Investment  and  Banking  Division 
was  continued  on  two  major  projects: 

1.  The  design  and  implementation  of  the  new  In- 
vestment Accounting  System;  work  during 
1984-85  was  primarily  directed  toward  the  design 
of  the  bond  module  and  the  correction  of  problems 
in  the  equity  module. 

2.  The  upgrade  to  the  equipment  of  the  warrant 
clearing  operation;  work  during  1984-85  was 
primarily  directed  toward  the  evaluation  of  the 
equipment  bids  and  assisting  in  the  design  and  im- 
plementation of  the  software. 

Comments  were  prepared  for  the  State  Treasurer  on 
the  following  documents  issued  by  the  Governmental 
Accounting  Standards  Board: 

Discussion  memorandum  on  basis  of  accoun- 
ting/measurement forms. 

Discussion  memorandum  on  deferred  compensation 
plans. 

Draft  discussion  memorandum  on  special  assessments. 

Other  smaller  projects  were  completed  during  the 
year.  Among  these  projects  were  assistance  in  editing 
and  preparing  various  reports,  such  as  the  1983-84  An- 
nual Report;  and  a review  of  Departmental  APA  rules 
for  the  General  Assembly.  One  public  hearing  for  the 
adoption,  repeal  and  amendment  of  rules  was  con- 
ducted during  the  year. 

Personnel:  The  Department  of  State  Treasurer  has 
long  been  an  advocate  of  equal  employment  oppor- 
tunity. To  further  emphasize  this  commitment,  the 
Department  engaged  in  the  Model  Co-operative 
Education  Program  which  is  designed  to  provide  jobs 
to  minority  students  enrolled  in  schools  of  higher 
education.  Eligible  students  are  placed  in  underuti- 
lized positions  of  employment  such  as  computer  pro- 
gramming or  auditing.  During  the  past  year,  two  such 
students  have  been  hired  by  the  Department  to  per- 
form audit  work  in  the  Escheat  Fund.  Because  the 
Fund  had  a limited  amount  of  money  budgeted  for 
personnel,  the  program  provides  that  the  Office  of 
State  Personnel  pay  half  the  salary  of  the  student  while 
the  Escheat  Fund  pays  the  other  half.  The  experience 
has  been  extremely  beneficial  for  both  the  students  and 
the  Department. 

The  new  Work  Planning  and  Performance  Review 
Program  was  implemented  during  the  year.  This  new, 
more  comprehensive  program  is  designed  to  improve 
employee  performance  through  motivation  and 
clearification  of  roles.  In  addition  it  gives  the  super- 
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Chert  25 


visor  the  vehicle  for  monitoring  his  work  load  and 
determining  areas  of  work  that  need  attention. 

At  the  present  time,  three  employees  from  the 
Department  have  graduated  from  the  Public 
Managers  Program,  and  one  employee  is  currently 
enrolled.  This  program,  offered  by  the  Office  of  State 
Personnel,  is  designed  to  improve  the  performance  of 
middle  level  managers  in  State  government.  The 
primary  goal  of  the  Public  Managers  Program  is  to  im- 
prove the  quality,  efficiency  and  productivity  of  State 
government  operations  through  increased  managerial 
competence.  The  curriculum  consists  of  two  areas  of 
course  work  involving  leadership  skills  and  ad- 
ministrative skills. 

Word  Processing:  The  Word  Processing  Center 
provides  specialized  sendees  to  all  divisions  of  the 
Department.  These  sendees  include  the  following: 

Support  in  the  preparation  of  statistical  reports,  pro- 
cedures. manuals  and  written  communications. 

Technical  assistance  in  the  design  of  new  forms  and 
revised  forms. 

Preparation  of  final  copy  for  printing  of  official 
statements,  bond  and  note  circulars,  brochures,  manuals 
and  forms. 

Coordination  of  all  printing  requests. 

A total  of  85. 125  pages  was  prepared  on  the  word 
processing  equipment  with  a total  line  count  of 
2. -847. 769  during  this  fiscal  year.  The  average  monthly 
line  count  by  quarters  for  the  past  three  years  is  shown 
on  Chart  IS. 


AVERAGE  MONTHLY  OUTPUT  - 
WORD  PROCESSING  CENTER 


19S2-S3  19S3-S4  19S4-S5 

Escheat  and  Abandoned 
Property  Administration 

.Although  administered  by  the  Department  of  State 
Treasurer  since  19-1.  the  Escheat  Fund  has  been  in  ex- 
istence in  North  Carolina  since  1789. 

The  concept  of  escheat  originated  in  the  elaborate 
feudal  landholding  system  which  existed  in  England 
during  the  Middle  Ages.  The  basic  premise  was  that 
property,  which  remained  without  an  owner  or  upon 
failure  of  a decedent's  heirs  to  claim  property  , reverted 
to  the  sovereign  from  whom  all  property  rights  were 
derived.  This  concept  was  brought  to  the  American 
Colonies  by  the  English  settlers  and  was  included  in 
the  instrument  by  which  the  lord  proprietors  governed 
the  Colonies. 

The  program  today  has  expanded  beyond  this  con- 
cept of  pure  escheat,  although  several  times  during  the 
year  the  Eund  does  recover  the  proceeds  from  the 
estate  of  an  individual  who  died  intestate  with  no 
known  heirs.  In  this  sense  the  proceeds  actually  belong 
to  the  State,  however  if  a legal  heir  should  appear,  the 
proceeds  would  be  refunded. 


42 


il  ■ 


- '.e  - im  't  re  , i : ire  : ne 

it  mciai  "ec  inn  iOir.ncrer  miser *r  nrxrm  it 

inn?:  misneiaai  enrrnr. inner  ?rare  i^sanes. 
men  ^om  iar  e leer  sam  m me  mm  ivien  -_f 
ne  mm  ie  jocacest  In  mis  race.  me  rears-  x «rjng 
it  rLsrccian  tamer  man  rvrer  arv®m  me  mcner 
"*•  im  ie  nrmner  :mr  me  m :er  if  i mi  inner, 
ir  ic  _;i  me  iase  ir  sn  esnear  T me  Leas.  reir 


nee-' 


14. 


: i me 


non 


nc 


■ r 


-la. 


- - _ 1'-  .■ — e se  _ mo  m 


-r- 


i _x  .T  i m jl  _ e ; 


_ tr 


inn 


il 


-3K 


i^r_e  i i i e 


rim- 


m _v 


accincni 


iicn  ii.’v  m r 


- r m i_.  i ■ -i- 


nesmens 
i _c: m m 


mimr  me  irmmms  fxcm  ear  mi  iasis  t_  re  i nee: 
in  audits  if  me  remamiier  if  me  Geran  at  S:ci  as 

miiner  Tie  :anx  fir  rmmm  mm  in  ill  if  me 


:erc 


nr  acLcaas 


:w 


rear 


imtesmm 


mm 


“ 


men  mm 


rxj.  


KJiioes. 


re  me 


— — 

n r_  . n 


icier 


noimei  intern 


t 


re .i_e 


:er 


: mrmre 


erne  e r : iet_  in 


icca 


;ic:i  ~e.  ire  miccrer  rmrern  rr  me 
T rm  Tmramiii  m m emm  mrr  mirmn 


mere  m 
n me  err 


i re. 


me  mim 
men  miter 


_ns  nn 
men 


miner 


THIS  PAGE  LEFT  BLANK  INTENTIONALLY. 


44 


Financial 

Statements 


N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMBINED  BALANCE  SHEET  - 
ALL  DEPARTMENTAL  FUND  TYPES  AND  ACCOUNT  GROUPS 

June  30,  1985 


ASSETS 

Governmental 
Fund  Type 
General  Fund 
(Departmental) 

Cash  in  bank 

$ 

Deposits  - intradepartment 

1,878,183 

Accounts  receivable  - interdepartmental 

Accounts  receivable  - local  governmental 

41,541 

Accounts  receivable  - contributions 

Accounts  receivable  - other 

57,561 

Accrued  interest  receivable 

Accrued  dividends  receivable 

Inventories 

20,810 

Investments 

Fixed  Assets 

Total  assets 

$1,998,095 

LIABILITIES  AND  FUND  EQUITY 

Liabilities 

Deposits  - intradepartmental 

$ 

Deposits  - interdepartmental 

Deposits  - local  governmental 

Accounts  payable  - federal  government 

Accounts  payable  - local  governmental 

1,722,172 

Accounts  payable  - interdepartmental 

Accounts  payable  - other 

122,262 

Accrued  expenses 

13,343 

Deferred  income 

54,460 

Undistributed  income 

Transactions  in  process 

Total  Liabilities 

1,912,237 

Fund  Equity 

Investment  in  fixed  assets 

Fund  Balance 

Reserved  for  trust  beneficiaries 

Reserved  for  inventories 

20,810 

Reserved  for  encumbrances 

138,306 

Unreserved 

(73,258) 

Total  Fund  Balance 

85,858 

Total  Fund  Equity 

85,858 

Total  Liabilities  and  Fund  Equity 

$1,998,095 

The  accompanying  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  Statement. 

Editorial  Note:  In  accordance  with  generally  accepted  accounting  principles,  the  asset  and  the  liability  for 
deposits  of  the  various  departmental  funds  with  the  State  Treasurer  are  both  shown.  This 
results  in  a double  counting  of  these  assets  and  liabilities. 
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Exhibit  A 


Fiduciary  Fund  Types 

Fixed  Asset 

Expendable 

Pooled  Investment 

Account  Group 

Memorandum  Only 

Trust  Funds 

Pension  Funds 

Fund 

(Departmental) 

Total 

$ 413,201 

$ 

$ 53,802,719 

$ 

$ 54,215,920 

79,063,996 

8,687,147,480 

8,768,089,659 

319,938 

319,938 

- 

41,541 

3,378,324 

62,072,906 

65,451,230 

314,242 

368,266 

21,566,401 

22,306,470 

219,707,075 

219,707,075 

6,718,701 

6,718,701 

20,810 

25,911,823 

10,526,426,383 

10,552,338,206 

1,833,480 

1,833,480 

$109,401,524 

$8,749,588,652 

$10,828,221,279 

$1,833,480 

$19,691,043,030 

$ 

$ 

$ 8,768,089,659  $ 

$ 8,768,089,659 

• 

2,029,603,007 

2,029,603,007 

8,282,582 

8,282,582 

1,007,470 

1,007,470 

1,722,172 

2,898,308 

2,898,308 

1,035,281 

314,630 

13,045,049 

14,517,222 

13,343 

1,055,021 

1,109,481 

16,985,292 

16,985,292 

(8,839,331) 

(8,839,331) 

4,941,059 

314,630 

10,828,221,279 

10,835,389,205 

1,833,480 

1,833,480 

104,460,465 

8,749,274,022 

8,853,734,487 

20,810 

138,306 

(73,258) 


104,460,465 

8,749,274,022 

8,853,820,345 

104,460,465 

8,749,274,022 

1,833,480 

8,855,653,825 

$109,401,524 

$8,749,588,652 

$10,828,221,279 

$1,833,480 

$19,691,043,030 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES 
AND  CHANGES  IN  FUND  BALANCE  ~ 

ALL  DEPARTMENTAL  FUND  TYPES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1985 


Governmental 
Fund  Type 
General  Fund 
(Departmental) 


Revenues 


Investment  income 

$ 

Contributions  (employer/ employee) 

Federal  grants 

176,226 

Court  fees 

Current  year’s  escheats 

Service  charges 

316,667 

Income  tax  check-off 

Miscellaneous 

5,749 

Total  Revenues 

498,642 

Expenditures 

Current  administration 

General 

296,173 

Escheats 

154,138 

Investment  and  Banking 

2,231,815 

State  and  Local  Government  Finance 

968,822 

Retirement  Systems 

3,481,946 

Advisory  Council  on  Education 

177,295 

Retirement  and  other  benefits  paid 

1,252,900 

Refunds 

Payments  to  political  parties 

Interest  paid  to  other  governmental  units 

Total  Expenditures 

8,563,089 

Revenues  Over  (Under)  Expenditures 

(8,064,447) 

Other  Financing  Sources  (Uses) 

Appropriations 

8,406,703 

Intradepartmental  transfers 

Appropriations 

(3,982,750) 

Investment  income  allocated 

Departmental  budgetary  expenses 

3,635,192 

Other 

Interdepartmental  transfers 

Investment  income  allocated 

Other 

168,175 

Revenues  and  Other  Financing  Sources  Over  (Under) 

Expenditures  and  Other  Financing  Uses 

162,873 

Fund  Balance,  June  30,  1984 

(81,940) 

Adjust  reserve  for  related  assets 

4,925 

Fund  Balance,  June  30,  1985 

$ 85,858 

The  accompanying  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  Statement. 
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Exhibit  B 


Fiduciary  Fund  Types 

Expendable 

Pooled  Investment 

Memorandum  Only 

Trust  Funds 

Pension  Funds 

Fund 

Total 

$ 893,351 

$ 

$1,020,651,913 

$1,021,545,264 

39,396,796 

713,919,672 

753,316,468 

176,226 

908,367 

1,227,868 

2,136,235 

4,285,412 

4,285,412 

316,667 

524,252 

524,252 

12,290 

365,627 

7,106 

390,772 

46,020,468 

715,513,167 

1,020,659,019 

1,782,691,296 

1,800 

34,274,359 

2,484,383 

320,870 

373,287,540 

58,383,556 

906,494 

296,173 

154,138 

2,233,615 

968,822 

3,481,946 

177,295 

408,814,799 

60,867,939 

320,870 

906,494 

37,081,412 

8,939,056 

431,671,096 

283,842,071 

906,494 

1,019,752,525 

478,222,091 

1,304,469,205 

8,406,703 

7,028,219 

(495,320) 

25,873,645 

3,982,750 

814,285,921 

(3,139,872) 

(25,873,645) 

(821,314,140) 

(2,898,308) 

(196,280,828) 

(2,157,557) 

(196,280,828) 

(4,887,690) 

38,447,292 

66,013,173 

1,073,097,225 

7,676,176,797 

— 

1,111,707,390 

7,742,108,030 

4,925 

$104,460,465 

$8,749,274,022 

$ - 

$8,853,820,345 
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Exhibit  C 


N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMBINED  STATEMENT  OF  DEPARTMENTAL  REVENUES  AND  EXPENDITURES  - 

BUDGET  AND  ACTUAL 
GENERAL  FUND  (Departmental  Activities  Only) 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1985 


Budget 

Actual 

Variance 

Favorable 

(Unfavorable) 

Departmental  Expenditures 

Current  administration 

General  administration 

$ 525,714 

$ 518,138 

$ 7,576 

Escheat  Fund  administration 

163,362 

151,692 

11,670 

Word  processing 

206,499 

182,059 

24,440 

Data  processing 

1,470,992 

1,388,988 

82,004 

Investment  & Banking  operations 

2,748,464 

2,389,727 

358,737 

Local  Government  operations 

1,072,768 

967,510 

105,258 

Retirement  operations 

3,718,743 

3,486,376 

232,367 

Advisory  Council  on  Education 

293,120 

176,226 

116,894 

Special  pensions  and  benefits 

1,769,000 

1,769,000 

— 

Transfers  to  LEO 

3,466,650 

3,466,650 

— 

Total  Departmental  Expenditures 

15,435,312 

14,496,366 

938,946 

Departmental  Receipts 

Current  administration 

General  administration 

229,404 

252,110 

22,706 

Escheat  Fund  administration 

163,362 

151,692 

(11,670) 

Word  processing 

206,499 

182,059 

(24,440) 

Data  processing 

1,470,992 

1,388,988 

(82,004) 

Investment  & Banking  operations 

91,701 

123,647 

31,946 

Local  Government  operations 

302,216 

328,565 

26,349 

Retirement  operations 

3,718,743 

3,486,376 

(232,367) 

Advisory  Council  on  Education 

293,120 

176,226 

(116,894) 

Total  Departmental  Receipts 

6,476,037 

6,089,663 

(386,374) 

Appropriation 

$ 8,959,275 

$ 8,406,703 

$ 552,572 

The  accompanying  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  Statement. 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
NOTES  TO  THE  FINANCIAL  STATEMENTS 
JUNE  30,  1985 


Exhibit  D 


1 . Principles  of  Presentation 

These  statements  include  all  operations  of  funds  administered  by  the  Department  of  State  Treasurer.  They  do 
not  reflect,  nor  are  they  intended  to  reflect  the  financial  statements  of  the  State  of  North  Carolina.  These 
operations  are  broken  down  by  type  of  fund  as  follows: 

A.  Governmental  Fund  Types  - Departmental  Operations  Only 

General  Fund  — The  operations  shown  include  all  administrative  expenses  and  offsetting  revenues  in 
budget  code  13410  and  the  pension  and  welfare  benefits  and  transfers  to  retirement  systems  in  budget 
codes  13412  (Special  Pensions  and  Benefits)  and  13414  (Local  Portion  for  LEO).  Unexpended  federal 
grant  revenues  in  budget  code  3341  are  also  included. 

B.  Fiduciary  Fund  Types 

Expendable  Trust  Funds  --  Includes  eleven  trust  funds  whose  corpus  and  income  are  restricted  by  law 
to  expenditures  necessary  to  carry  out  the  funds’  purpose.  These  trust  funds  are: 

N.  C.  Disability  Fund  (Budget  Code  63421) 

Social  Security  Agency  (Budget  Code  63411) 

Teachers’  and  State  Employees’  Benefit  Fund  (Budget  Code  63429) 

Election  Campaign  Fund  (Budget  Code  63414) 

Escheat  Fund  (Budget  Code  63412) 

Assurance  of  Land  Title  Fund  (Budget  Code  63415) 

Legislative  Retirement  Fund  (Budget  Code  63422) 

Absentee  Insurance  Fund  (Budget  Code  63416) 

Presidential  Election  Year  Campaign  Fund  (Budget  Code  63418) 

Pine  Mountain  Lot  Purchase  Fund  (Budget  Code  63419) 

401  (k)  Program  (Supplemental  Retirement  Income  Plan) 

Pension  Funds  — Includes  six  retirement  trust  funds: 

Teachers’  and  State  Employees’  Retirement  System  (Budget  Code  63423) 

Local  Governmental  Employees’  Retirement  System  (Budget  Code  63426) 

Law  Enforcement  Officers’  Benefit  and  Retirement  Fund  (Budget  Code  63424) 

Consolidated  Judicial  Retirement  System  (Budget  Code  63425) 

N.  C.  National  Guard  Pension  Fund  (Budget  Code  63430) 

Legislative  Retirement  System  Fund  (Budget  Code  63431) 

Investment  Pools  — Includes  within  a single  fund  the  five  investment  pools  established  by  the  State 
Treasurer  for  the  investment  of  all  moneys  deposited  with  the  State  Treasurer,  whether  State  moneys 
or  moneys  voluntarily  deposited  for  investment  purposes  only.  The  five  investment  pools  are: 

Short-term  Investment  Fund  - to  provide  for  State  moneys  generally  and  all  other  funds  required  to  be 
deposited  with  the  State  Treasurer. 

Liquid  Asset  Fund  - to  provide  for  the  investment  of  moneys  deposited  with  the  State 
Treasurer  for  investment  only. 

Long-term  Investment  Fund  - to  provide  investments  in  intermediate  and  long-term  treasury,  agency 
and  corporate  bonds  for  the  pension  trust  funds  and  certain  large  expendable  trust  funds. 
Equity  Investment  Fund  - to  provide  investments  in  equity  securities  for  the  pension  trust  funds. 
The  Real  Estate  Investment  Fund  - to  provide  investments  on  behalf  of  the  pension  fund  in  real 
estate  through  trusts  administered  by  third  party  professionals. 
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C.  Fixed  Assets  - The  Fixed  Asset  Account  Group  is  a self-balancing  set  of  accounts  to  record  the  steward- 
ship of  the  Department  for  the  furniture  and  equipment  bought  and  used  in  the  Department. 

The  financial  statements  are  presented  in  accordance  with  the  Statements  of  the  National  Council  on  Govern- 
mental Accounting,  with  the  following  changes:  (1)  The  Statement  of  Revenues,  Expenditures  and  Changes  in 
Fund  Balance  include  all  Governmental  Funds  and  Fiduciary  Funds  for  the  Department  since  there  is  no  prac- 
tical difference  in  the  basis  of  accounting  or  presentation  between  any  of  the  funds,  and  (2)  no  separate  Statement 
of  Changes  in  Working  Capital  is  shown  for  the  fiduciary  funds  since  all  changes  in  working  capital  are  included 
in  the  Statement  of  Revenues,  Expenditures  and  Changes  in  Fund  Ralance. 

2.  Summary  of  Significant  Accounting  Policies 

A.  Rasis  of  Accounting  - Governmental  and  expendable  trusts  are  accounted  for  on  the  cash  basis  of 
accounting  during  the  year.  At  year  end,  necessary  adjusting  journal  entries  are  made  to  change  the 
basis  of  accounting  to  the  modified  accrual  basis,  which  is  the  basis  on  which  the  funds  are  reported  in 
these  financial  statements.  Under  the  modified  accrual  basis  of  accounting,  revenues  are  recognized 
when  both  measurable  and  available  to  pay  current-period  liabilities.  Expenditures  are  recognized  on 
the  accrual  basis  except  that  purchases  of  supplies  for  inventory  are  recognized  as  expenditures  in  the 
period  in  which  the  supplies  were  received. 

Pension  trust  funds  and  investment  pools  are  accounted  for  on  the  accrual  basis  of  accounting.  Under  the 
accrual  basis  of  accounting,  revenues  are  recognized  when  earned  and  expenditures  when  incurred. 

R.  budgetary  Control  - budgetary  control  is  exercised  only  over  the  operations  accounted  for  by  the 
Department  in  the  General  Fund.  The  budget  as  shown  in  the  statements  is  the  budget  as  adopted  by  the 
General  Assembly  and  as  modified  in  accordance  with  established  statutory  procedures.  All  appropria- 
tions lapsed  at  the  end  of  the  year  except  an  appropriation  of  $138,306  for  the  purchase  of  equipment 
which  was  carried  forward  to  the  next  fiscal  year. 

C.  Cash  in  Bank  - Deposits  received  and  warrants  cleared  by  the  banks  are  reported  as  of  the  date  recorded 
on  the  bank’s  books. 

D.  Investments  -Investments  are  accounted  for  on  the  accrual  basis  and  are  reported  at  book  value.  Book 
value  is  equivalent  to  the  original  purchase  cost  adjusted  for  the  amortization  of  premium  or  discount  on 
the  scientific  method. 

From  time  to  time,  bonds  held  are  exchanged  with  a broker  for  other  bonds  offered  by  the  broker.  All  ex- 
changes are  on  a par-for-par  basis  and  result  in  either  an  improvement  in  yield  or  an  improvement  in 
quality  or  both.  Exchanges  are  considered  to  be  non-market  transactions  because  of  their  overall  size  in 
relation  to  the  normal  lots  of  the  securities  sold  in  the  marketplace  and  because  of  the  lack  of  an  ap- 
propriate basis  of  estimating  an  equivalent  market  price.  Because  of  these  two  conditions,  exchanges  are 
accounted  for  as  nonmonetary  transactions  under  APB  Opinion  29. 

E.  Inventories  - Inventories  consist  solely  of  postage  and  supplies  and  are  recorded  at  estimated  actual  costs. 

F.  Fixed  Assets  - Fixed  assets  are  recorded  at  acquisition  costs  and  includes  only  those  assets  purchased  by 
the  Department  and  currently  in  service  in  the  Department.  Since  all  assets  are  acquired  through  the 
General  Fund  and  used  in  General  Fund  operations,  no  depreciation  is  recognized. 

G.  Trust  Fund  Assets  and  Equity  - Assets  of  trust  funds  are  maintained  at  cost.  The  net  assets  of  each  trust 
fund  are  held  solely  for  the  benefit  of  the  lawful  beneficiaries  of  the  trust  funds.  Net  assets  of  trust  funds 
are  shown  in  the  financial  statements  as  fund  balance  reserved  for  trust  beneficiaries. 
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H.  Intradepartmental  Transfers/Payables/Receivables  - Intradepartmental  transfers  within  the  Depart- 
ment are  shown  in  a manner  which  results  in  the  net  amount  being  shown  in  the  Total  (Memorandum 
Only)  column.  Some  of  the  major  elements  of  interfund  transfers  are: 

Transfers  of  appropriations  from  the  General  Fund  to  certain  Pension  Trust  Funds  in  lieu  of  employer 
contributions  which  would  otherwise  be  required. 

Reallocations  of  investment  income  to  funds  permitted  by  law  to  share  in  the  investment  earnings.  Allo- 
cations are  made  pro  rata  based  on  the  amounts  of  each  fund  available  for  investment. 

Intradepartmental  management  charges  from  trust  funds  to  the  General  Fund.  All  administrative 
operations  are  accounted  for  in  the  General  Fund.  Each  trust  fund  benefiting  from  the  administration 
is  charged  its  calculated  share  of  the  administrative  costs. 

Intradepartmental  receivables  and  payables  are  deposited  with  the  State  Treasurer  by  the  various  funds. 
They  are  shown  in  the  Combined  Ralance  Sheet  in  accordance  with  GAAP  which  results  in  a double 
counting  of  these  assets  and  liabilities  in  the  Total  (Memorandum  Only)  column. 

I.  Transactions  in  Process  - Deposits  in  banks  are  reported  and  recorded  one  or  more  days  prior  to  the  time 
that  the  budget  code  to  be  credited  is  known.  Warrants  to  be  cleared  by  the  clearing  banks  are  reported 
one  day  prior  to  the  time  that  the  disbursing  account  to  be  charged  is  known.  The  amount  shown  as 
transactions  in  process  is  the  net  of  the  deposits  and  warrants  cleared  reported  as  charges  in  Cash-in- 
Rank  but  not  as  participant  equity. 

J.  Vacation  and  Sick  Pay  - Vacation  and  sick  pay  are  recorded  as  expenditures  only  when  taken  (or  paid  in 
the  case  of  vacation  pay  of  retiring  or  terminating  employees) . 

3.  Reconciliation  of  budgetary  Basis  and  GAAP  Basis 

The  Combined  Statement  of  Revenues  and  Expenditures  - Budget  and  Actual  for  the  General  Fund  presents 
the  comparisons  of  the  legally  adopted  budget  with  actual  data  recorded  on  the  budgetary  basis.  Since  there 
are  substantial  differences  between  the  budgetary  basis  of  accounting  and  the  GAAP  basis  of  accounting,  the 
following  provides  the  reconciliation  between  the  two  bases  of  accounting: 


Revenues 


Per  budgetary  basis,  June  30,  1985  $ 6,089,663 

Eliminate  refunds  of  expenditures  from  both 

expenditures  and  receipts  (1,790,267) 

Eliminate  carry  forwards  from  receipts  and  expenditures  (32,890) 

Reclassify  certain  items  to  Interfund  Transfers  (3,803,367) 

Net  change  in  accruals  at  beginning  and  end  of  year  35,503 

Per  GAAP  basis,  June  30,  1985  $ 498,642 


There  were  no  expenditures  in  excess  of  appropriations  in  a budget  during  the  year. 
4.  Vacation  and  Sick  Leave 


Expenditures 


$14,496,366 

(1,790,267) 

(138,306) 

(3,982,750) 

(21,954) 

$ 8,563,089 


The  agency,  in  accordance  with  State  policy,  records  the  cost  of  vacation  and  sick  leave  when  taken  and  paid 
rather  than  when  the  leave  is  earned.  State  policy  provides  for  a maximum  accumulation  of  unused  vacation 
leave  of  30  days  which  can  be  carried  forward  each  January  1st  or  for  which  an  employee  can  be  paid  upon 
termination  of  employment  with  the  State.  Under  this  policy,  the  accumulated  vacation  leave  for  each 
employee  at  each  June  30th  would  equal  the  leave  carried  forward  at  the  previous  December  31  plus  the  leave 
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earned  and  less  the  leave  taken  between  January  1 and  June  30.  The  accumulation  of  unused  sick  leave  earn- 
ed is  unlimited,  but  the  employee  cannot  be  compensated  for  any  unused  sick  leave  upon  termination  of 
employment.  Consequently,  at  June  30,  1985  the  department  had  an  actual,  but  unrecorded,  liability  for 
unused  vacation  leave  in  the  amount  of  $318,307  and  a contingent  liability  for  the  unused  sick  leave  in  the 
amount  of  $935,307. 

5.  General  Fund  - Departmental  Deficit 

The  data  shown  for  the  General  Fund  in  the  financial  statements  is  only  that  part  of  the  General  Fund 
operated  through  the  Department.  Negative  figures  shown  are  the  accumulated  differences  in  accruals  bet- 
ween the  budgetary  basis  and  the  GAAP  basis.  On  the  budgetary  basis,  there  is  zero  fund  balance  for  the 
Department. 

6.  Investments 

The  following  schedule  shows  the  distribution  of  securities  by  security  type  by  segment  in  the  Pooled  Invest- 


ment  Fund  at  June  30,  1985  (in  millions  of  dollars): 

Liquid  Short-term 
Assets  Investment 

Security  Type  Fund  Fund 

Long-term 

Investment 

Fund 

Equity 

Investment 

Fund 

Real 

Estate 

Investment 

Fund 

Total 

% of 
Total 

Repurchase  agreements 

$14.8 

$ 167.1 

$ 

$ 

$ 

$ 181.9 

1.7% 

Certificates  of  deposit 

196.4 

196.4 

1.9 

Bankers’  acceptances 

13.8 

13.8 

.1 

Commercial  paper 

39.9 

39.9 

.4 

Treasury  bills  and  agency 

discount  notes 

101.8 

101.8 

1.0 

Treasury  and  agency  notes  and  bonds 

1,683.6 

2,076.4 

3,760.0 

35.7 

Corporate  bonds 

4,173.8 

4,173.8 

39.6 

Mortgage-based  securities 

GNMA* 

413.4 

413.4 

3.9 

NICMIC*  * 

36.3 

36.3 

.4 

Long-term  certificates  of  deposit 

11.1 

11.1 

.1 

Equity  securities 

1,515.0 

1,515.0 

14.4 

Real  estate  investments 

83.0 

83.0 

.8 

Total  Investments 

$14.8 

$2,202.6 

$6,711.0 

$1,515.0 

$83.0 

$10,526.4 

100.0% 

Percent  of  Total 

.1 

20.9 

63.8 

14.4 

.8 

100.0 

Notes: 

*At  least  50%  of  the  mortgages  securing  these  certificates  are  from  North  Carolina  and  are  serviced  by  North 
Carolina  mortgage  service  companies. 

* * All  of  the  mortgages  securing  these  bonds  are  from  North  Carolina. 

Investments  in  the  Expendable  Trust  Funds  are  held  for  the  sole  benefit  of  employees  who  are  participants  in  the 
401  (k)  (Supplemental  Retirement  Income)  Plan.  They  are  composed  of  the  following  (in  millions  of  dollars): 

Bank  savings  plans  $22.3 

Mutual  funds  3.4 

Mortgages  ._2 

$25.9 
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7.  Investment  Fund  Participation 


The  following  schedule  shows  the  distribution  of  participant  ownership  in  the  investment  fund  operated  by 
the  State  Treasurer  at  June  30,  1985: 


(In  millions  of  dollars) 

Participant  Type 

Liquid 

Assets 

Fund 

Short-term 

Investment 

Fund 

Long-term 

Investment 

Fund 

Real 

Equity  Estate 

Investment  Investment 

Fund  Fund 

Total 

Department  of  State  Treasurer 

General  Fund  Supported  Operations  $ 

$ 1.9 

$ 

$ $ 

1.9 

Expendable  Trust  Funds 

9.1 

69.9 

79.0 

Pension  Trust  Funds 

15.2 

6,793.5 

1,790.8  87.6 

8,687.1 

Total  Intradepartmental 

26.2 

6,863.4 

1,790.8  87.6 

8,768.0 

General  Fund 

762.9 

762.9 

Highway  Fund 

315.5 

315.5 

University  Funds 

.6 

114.7 

115.3 

Other  State  Funds 

4.2 

793.2 

28.8 

7.6  .4 

834.2 

Total  Intergovernmental 

4.8 

1,986.3 

28.8 

7.6  .4 

2,027.9 

Local  Governments 

10.0 

10.0 

Transactions  in  Progress 

(8.8) 

(8.8) 

Total  Deposits  to  Fund 

$14.8 

$2,003.7 

$6,892.2 

$1,798.4  $88.0 

$10,797.1 

8.  Fixed  Assets 

The  breakdown  by  type  of  fixed 

assets  at  book  value  and  the  changes 

in  fixed  assets  during  the  year  are: 

Beginning 

Ending 

Balance 

Transfers- in  Acquisitions  Retirements 

Balance 

Office  Furniture  and  Equipment 

$ 550,745 

$18,417 

$ 74,165  $29,180 

$ 614,147 

Data  Processing  Equipment 

729,269 

490,064 

1,219,333 

Total  Fixed  Assets 

$1,280,014 

$18,417 

$564,229  $29,180 

$1,833,480 

No  depreciation  has  been  recorded  on  any  fixed  asset. 

9.  Pensions 

All  full-time  permanent  personnel  in  the  Department  are  members  of  the  Teachers’  and  State  Employees’ 
Retirement  System.  Total  pension  expense  cost  recorded  during  the  year  was  $427,699.  Information  on  the 
Retirement  System  may  be  found  in  the  annual  report  of  the  Department. 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMBINING  BALANCE  SHEET  - 
DEPARTMENTAL  EXPENDABLE  TRUST  FUNDS 

JUNE  30,  1985 


ASSETS 

Cash  in  bank 

Deposits  - intradepartmental 
Accounts  receivable  - interdepartmental 
Accounts  receivable  - contributions 
Accounts  receivable  - other 
Investments 

Total  Assets 

LIABILITIES  AND  FUND  EQUITY 

Liabilities 

Accounts  payable  - federal  government 
Accounts  payable  - interdepartmental 
Accounts  payable  - other 
Total  Liabilities 

Fund  Equity 
Fund  Balance 

Reserved  for  trust  beneficiaries 
Total  Liabilities  and  Fund  Equity 


Escheat 

Fund 

N.  C. 
Disability 

Fund 

Teachers 
and  State 
Employees' 
Benefit  Fund 

$ 

34,686,028 

$ 

7,670,407 

$ 

35.359.597 

293,778 

3.378.324 

20,464 

$34,686,028 

$7,964,185 

$38,758,385 

$ 

2,898,308 

7,668 

2,905,976 

$ 

59,661 

59,661 

$ 

967,952 

967,952 

31,780,052 

$34,686,028 

7,904,524 

$7,964,185 

37,790,433 

$38,758,385 

Public 
Employees’ 
Social  Sec. 
Agency  Fund 

$ 

1,026.058 


$1,026,058 


$1,007,470 


1.007.470 


18.588 

81.026.058 
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Schedule  1 


401(k) 

Plan 

Legislative 

Retirement 

Fund 

Election 

Campaign 

Fund 

Assurance 
of  Land 
Title 
Fund 

$ 413,201 

$ 

22,268 

$ 

200,960 

319,938 

$ 

22,320 

25,911,823 

$26,325,024 

$22,268 

$520,898 

$22,320 

$ 

$ 

$ 

$ 

— 

— 

— 



26,325,024 

$26,325,024 

22,268 

$22,268 

520,898 

$520,898 

22,320 

$22,320 

Absentee 

Insurance 

Fund 

Presidential 
Election  Year 
Campaign 
Fund 

Pine  Mountain 
Lakes  Lot 
Purchase 

Fund 

Total 

Expendable 

Trust 

Fund 

$ 

$ 

$ 

$ 413,201 

67,651 

83 

8,624 

79,063,996 

319,938 

3,378,324 

314,242 

25,911,823 

$67,651 

$83 

$8,624 

$109,401,524 

$ 

$ 

$ 

$ 1,007,470 

2,898,308 
1,035,281 

— 

— 

— 

4,941,059 

67,651 

83 

8,624 

104,460,465 

$67,651 

$83 

$8,624 

$109,401,524 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMBINING  STATEMENT  OF  REVENUES.  EXPENDITURES 
AND  CHANGES  IN  FUND  BALANCE  - 
DEPARTMENTAL  EXPENDABLE  TRUST  FUNDS 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  19S5 


Revenues 

Investment  income 
Contributions  employer  employee 
Court  fees 

Current  year's  escheats 
Income  tax  check-off 
Miscellaneous 

Total  Revenues 

Expenditures 

Administration  - Investment  6c  Banking 

Benefits  paid 

Refunds 

Payments  to  political  parties 
Total  Expenditures 
Revenues  Over  Under  Expenditures 

Other  Financing  Sources  Uses 
Intradepartmental  transfers 
.Allocated  investment  income 
Departmental  budgetarv  expenses 
Other 

Interdepartmental  transfers 
Other 

Revenues  and  Other  Financing  Sources  Over  Under 
Expenditures  and  Other  Financing  Uses 
Fund  Balance:  July  1.  19S4 
Fund  Balance:  June  30.  1955 


Escheat 

Fund 

N.  C. 

Disability 

Fund 

Teacher*' 
and  State 
Employee*' 
Benefit  Fund 

Public 
Employees' 
Social  Sec. 
Asrencv  Fund 

S 6.431 

4.255.412 

s 

s 

37.904.667 

908.367 

s 

4.995 

4.296.335 

3S.S13.034 

2.562.551 

31.620.933 

458.955 

458.955 

2.562.551 

31.620,933 

— 

3.S37.SS3 

2.562.551 

7.192.101 

— 

3.040.367 

(149.120) 

866.956 

162.615- 

2.95S.009 

39.-500 

<164.992 

143.485 

143.455 

(2,898.308) 

3.830.522 

27.949.2.30 

(1,858,210) 

9.762.7-34 

9.945.615 

27.844.815 

15.555 

S31.7S0.052 

S 7.904.524 

S3".  "90.433 

S 15.558 
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Elec  non 

hssmamtt 
of  Lane 

Absentee 

Presidential 
Election  Year 

Pine  Mountain 
Lakes  Lot 

Totai 

Expendable 

461  k 

Tide 

Fine 

Han 

Fine: 

Fine 

Finri 

Fund 

Find 

Fund 

8 586 . 320 

1.40-3.706 

S 

55.423 

408 

$ 

- ' * ~ “ 

8 

1 n-A 
.1  Z<rJ 

8 

6.764 

8 

8 

8 593,351 

39.396.796 
908.-367 
4.255.413 
5-4.252 
12.290 

2.290.626 

*.*  . *-i  * 

— “ ' ~ ~ ~ 

123 

6.764 

46.020.468 

2.  >'4.239 

90. 5175 
21.159 

1.5.10 

315.190 

2.680 

1.500 

34,274,359 

2.454.383 

320.870 

2.  >14.239 

112.064 

319.990 

— 

— 

2.680 

— 

3". 081. 412 

216.35” 

2i . 233 

204.262 

T no 

Hid 

6.  "64 

2.680 



8.939.056 

5.2" 

4 *60 

1 7?_f  7> 

6.325 

H4 

869 

".028.219 

26.038 . 6-3” 

600 

495.3201 

25,873.645 

2.598,308 

26  2r  3- 

]_H_*11 

41079 

209.122 
311.  6 

2 . 36-5 
19. 9-5.5 

13.089 

54.5-2 

569 

7 . 755 

•38.447.292 

66,013,173 

826.325. 224 

8 22.268 

5 7 2 1 . 5 9 5 

822.320 

86” . 65 1 

8 S3 

88.624 

8 1 C4. 460. 46-5 

N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMBINING  BALANCE  SHEET  - 
DEPARTMENTAL  PENSION  FUNDS 
JUNE  30,  1985 


ASSETS 

Deposits  - intradepartmental 
Accounts  receivable  - contributions 
Accounts  receivable  - other 
Total  Assets 

LIABILITIES  AND  FUND  EQUITY 

Liabilities 

Accounts  payable  - other 
Total  Liabilities 

Fund  Balance 

Reserved  for  trust  beneficiaries 

Total  Liabilities  and  Fund  Balance 


Teachers’ 
and  State 
Employees’ 
Retirement 
System 


$7,110,097,199 

50,480,912 


351,625 


$7,160,929,736 


$ 76,915 

76,915 


7,160,852,821 

$7,160,929,736 


Local 

Governmental 

Employees’ 

Retirement 

System 


$1,258,894,992 
9,656,189 
15,391 

$1,268,566,572 


$ 13,686 

13,686 

1,268,552,886 

$1,268,566,572 


Law  Enforcement 
Officers’ 
Retirement 
and  Benefit 
Fund 


$270,781,546 

1,352,528 

1,250 

$272,135,324 


$ 223,000 

223,000 

271,912,324 

$272,135,324 
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Schedule  3 


Consolidated 

Judicial 

Retirement 

System 


National 

Guard 

Pension 

Fund 


Legislative 

Retirement 

System 

Fund 


Total 

Pension  Funds 


$45,239,355 

533,493 


$45,772,848 


$1,339,271 


$1,339,271 


$795,117 

49,784 


$844,901 


$8,687,147,480 

62,072,906 

368,266 


$8,749,588,652 


$ 1,029 

1,029 


$ 314,630 

314,630 


45,772,848  1,338,242  844,901 

$45,772,848  $1,339,271  $844^901 


8,749,274,022 

$8,749,588,652 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
COMBINING  STATEMENT  OF  REVENUES,  EXPENDITURES  AND 
CHANGES  IN  FUND  BALANCE  - 
DEPARTMENTAL  PENSION  FUNDS 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1985 


Teachers’ 
and  State 
Employees’ 
Retirement 

System 

Local 

Governmental 

Employees’ 

Retirement 

System 

Law  Enforcement 
Officers’ 
Retirement 
and  Benefit 
Fund 

Revenues 

Contributions  (employer/employee) 

Court  fees 

Miscellaneous 

$ 566,413,291 

354,104 

$ 116,219,816 

5,932 

$ 21,051,893 
1,227,868 
1,216 

Total  Revenues 

566,767,395 

116,225,748 

22,280,977 

Expenditures 

Benefits  paid 

Refunds 

Total  Expenditures 

Revenues  Over  (Under)  Expenditures 

316,102,753 

38,261,729 

354,364,482 

212,402,913 

42,578,193 

16,978,513 

59,556,706 

56,669,042 

10,469,355 

3,098,958 

13,568,313 

8,712,664 

Other  Financing  Sources  (Uses) 

Intradepartmental  transfers 

Appropriations 

Investment  income  allocated 

Management  fees 

Other 

516,100 

660,018,142 

(2,312,873) 

133,002,937 

116,929,720 

(670,418) 

3,466,650 

32,984,882 

(123,276) 

(158,876,582) 

Revenues  and  Other  Financing  Sources  Over  (Under) 
Expenditures  and  Other  Financing  Uses 

Fund  Balance,  July  1,  1984 

Fund  Balance,  June  30,  1985 

1,003,627,219 

6,157,225,602 

$7,160,852,821 

172,928,344 

1,095,624,542 

$1,268,552,886 

(113,835,662) 

385,747,986 

$271,912,324 
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Schedule  4 


Consolidated 

Judicial 

Retirement 

System 

National 

Guard 

Pension 

Fund 

$ 7,678,289 

150 

$1,717,977 

7,678,439 

1?717,977 

3,535,369 

575,799 

44,356 

3,579,725 

575,799 

4,098,714 

1,142,178 

Legislative 

Retirement 

System 

Fund 

Total 

Pension  Funds 

$838,406 

4,225 

$ 713,919,672 
1,227,868 
365,627 

842,631 

715,513,167 

26,071 

373,287,540 

58,383,556 

27,071 

431,671,096 

816,560 

283,842,071 

4,180,004 

(21,261) 


144,832 

(12,044) 


28,341 


3,982,750 

814,285,921 

(3,139,872) 

(25,873,645) 


8,257,457 

1,274,966 

844,901 

1,073,097,225 

37,515,391 

63,276 

— 

7,676,176,797 

$45,772,848 

$1,338,242 

$844,901 

$8,749,274,022 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
BALANCE  SHEET  - 

POOLED  INVESTMENT  FUND  BY  SEGMENT 
JUNE  30.  1985 


Short-term 

Liquid  Asset 

ASSETS 

Investment  Fund 

Fund 

Cash  in  bank 

$ 53,802,719 

$ 

Deposits  in  short-term  investment  fund 

1,491 

Accounts  receivable  - others 

Accrued  interest  receivable 

65,307,494 

6,067 

Accrued  dividends  receivable 

Investments  at  book  value 

2,202,634,801 

14.808,000 

Total  Assets 

$2,321,745,014 

814,815,558 

LIABILITIES  AND  FUND  EQUITY 

Liabilities 

Deposits  - other  investment  funds 

$ 300,986,368 

$ 

Deposits  - intradepartmental 

24,545,567 

1,722,172 

Deposits  - interdepartmental 

1,988,007,363 

4,810,161 

Deposits  - local  governments 

8,282,582 

Transactions  in  process 

(8,839,331) 

Total  Deposits 

2,304,699,967 

14,814,915 

Accounts  payable  - other 

59,755 

643 

Deferred  income 

Undistributed  income 

16,985,292 

Total  Liabilities 

2,321,745,014 

14.815,558 

Total  Liabilities  and  Fund  Equity 

$2,321,745,014 

$14,81o,o88 
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Schedule  5 


Segments Pooled 


Long-term 
Investment  Fund 

Equity 

Investment  Fund 

Real  Estate 
Investment  F und 

Intrafund 

Eliminations 

Investment  Fund 
Total 

$ 

26,880,300 

154,393,514 

6,710,992,231 

$ 

269,040,127 

21,.566,401 

.6,718,701 

1,515,023,495 

$ 

5,064,450 

82,967,856 

$ 

(300,986,368) 

$ 53,802,719 

21,566,401 

219,707,075 

6,718,701 

10,526,426,383 

$6,892,266,045 

$1,812,348,724 

$88,032,306 

$(300,986,368) 

$10,828,221,279 

$ 

6,863,420,811 

28,816,175 

$ 

1,790,752,968 

7,585,497 

$ 

87,648,141 

383,811 

$(300,986,368) 

$ - 
8,768,089,659 
2,029,603,007 
8,282,582 
(8,839,331) 

6,892,236,986 

29,059 

1,798,338,465 

12,955,238 

1,055,021 

88,031,952 

354 

(300,986,368) 

10,797,135,917 

13,045,049 

1,055,021 

16,985,292 

6,892,266,045 

$6,892,266,045 

1,812,348,724 

$1,812,348,724 

88,032,306 

$88,032,306 

(300,986,368) 

$(300,986,368) 

10,828,221,279 

$10,828,221,279 
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N.  C.  DEPARTMENT  OF  STATE  TREASURER 
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AND  CHANGES  IN  FUND  BALANCE  - 
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FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1985 


Short-term 
Investment  Fund 

Liquid  Asset 
Fund 

Revenues 

Investment  income 

Interest 

Dividends 

Income  from  real  estate 

Net  gains  (losses)  from  sale  of  securities 

$ 234,257,668 

2,725 

$1,297,744 

Supplemental  income  from: 

Securities  lending 

Investment  of  fail  balances 

Stock  options  written 

Dividend  reinvestments 

896,857 

2,550 

Total  Supplemental  Income 

899,407 

Total  Investment  Income 

Miscellaneous  income 

235,159,800 

1,297,744 

Total  Revenues 

235,159,800 

1,297,744 

Expenditures 

Interest  paid  to  other  governmental  units 

906,494 

Revenues  Over  Expenditures 

235,159,800 

391,250 

Other  Financing  Sources  (Uses) 

Intrafund  transfers 

Investment  income  allocated 

Intradepartmental  transfers 

Investment  income  allocated 

Departmental  budgetary  expenses 

Interdepartmental  transfers 

Investment  income  allocated 

Revenues  Over  Expenditures  and  Other  Financing  Sources  and  Uses 

(35,064,152) 

(6,682,084) 

(954,722) 

(192,458,842) 

$ -0- 

(2,977) 

(388,273) 

$ -0- 
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Schedule  6 


Segments Pooled 


Long-term 

Investment  Fund 

Equity 

Investment  Fund 

Real  Estate 

Investment  Fund 

Investment  Fund 
Total 

$ 624,917,184 

361,884 

' $ 

69,149,229 

76,095,149 

$ 

6,541,273 

$ 860,472,596 
69,149,229 
6,541,273 
76,459,758 

2,683,733 

109,792 

132,995 

189 

3,621,375 

581,566 

3,713,585 

112,531 

3,621,375 

581,566 

2,793,525 

4,336,125 

8,029,057 

628,072,593 

7,100 

149,580,503 

6 

6,541,273 

1,020,651,913 

7,106 

628,079,693 

149,580,509 

6,541,273 

1,020,659,019 

906,494 

628,079,693 

149,580,509 

6,541,273 

1,019,752,525 

6,272,691 

28,781,138 

10,323 

(631,331,855) 

(176,781,693) 

(6,518,508) 

(821,314,140) 

(355,563) 

(839,796) 

(4,499) 

(2,157,557) 

(2,664,966) 

(740,158) 

(28,589) 

(196,280,828) 

$ -0- 

$ -0- 

$ -0- 

$ -0- 
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COMPARATIVE  SUMMARY  OF  TRUST  FUND  INVESTMENTS 


Retirement  Trust  Funds: 

Teachers  and  State  Employees’  Retirement  System: 

June  30,  1984 
June  30,  1985 

Local  Governmental  Employees’  Retirement  System: 
June  30,  1984 
June  30,  1985 

Law  Enforcement  Officers’  Benefit  and  Retirement  Fund: 
June  30,  1984 
June  30,  1985 

North  Carolina  Firemen’s  Pension  Fund: 

June  30,  1984 
June  30,  1985 

Rescue  Squad  Workers’  Pension  Fund: 

June  30,  1984 
June  30,  1985 

Uniform  Judicial  Retirement  System: 

June  30,  1984 
June  30,  1985 

N.C.  National  Guard  Pension  Fund: 

June  30,  1984 
June  30,  1985 

Legislative  Retirement  System: 

June  30,  1984 
June  30,  1985 

Total  Retirement  Trust  Funds: 

June  30,  1984 
June  30,  1985 
Other  Trust  Funds: 

Legislative  Retirement  Fund: 

June  30,  1984 
June  30,  1985 

N.  C.  Teachers’  and  State  Employees’  Benefit  Trust: 

June  30,  1984 
June  30,  1985 

N.  C.  Employee  Disability  Fund: 

June  30,  1984 
June  30,  1985 

State  Treasurer’s  Escheat  Fund: 

June  30,  1984 
June  30,  1985 
Trust  Funds  for  Education: 

June  30,  1984 
June  30,  1985 

Trust  Funds  for  Community  Colleges: 

June  30,  1984 
June  30,  1985 

State  Property  Fire  Insurance  Fund: 

June  30,  1984 
June  30,  1985 

Workmen’s  Compensation  Security  Fund  (Mutual): 

June  30,  1984 
June  30,  1985 

Workmen’s  Compensation  Security  Fund  (Stock): 

June  30,  1984 
June  30,  1985 

UNC  - Insured  Student  Loan  Program: 

June  30,  1984 
June  30,  1985 

Wildlife  Endowment  Fund: 

June  30,  1984 
June  30,  1985 
Total  Other  Trust  Funds: 

June  30,  1984 
June  30,  1985 

Grand  Total  All  Trust  Funds: 

June  30,  1984 
June  30,  1985 


Short-Term 

Investment  Fund 

Long-term 
Investment  Fund 

Amount  Invested 

Yield* 

Amount  Invested 

Yield* 

$ 19,588,403 
18,024,782 

10.81 

10.96 

$4,690,568,562 

5,439,404,827 

10.02 

10.37 

4,056,833 

4,293,253 

10.81 

10.96 

840,686,263 

994,549,243 

10.02 

10.37 

1,077,135 

1,072,781 

10.81 

10.96 

296,592,833 

322,472,840 

10.02 

10.37 

627,068 

513,579 

10.81 

10.96 

22,654,252 

25,926,205 

10.02 

10.37 

147,125 

59,804 

10.81 

10.96 

2,462,784 

2,889,969 

10.02 

10.37 

479,232 

694,504 

10.81 

10.96 

19,024,403 

35,684,837 

10.02 

10.37 

80,268 

183,352 

10.81 

10.96 

917,272 

10.37 

41,032 

182,151 

10.81 

10.96 

482,267 

10.37 

26,650,148 

25,024,206 

10.81 

10.96 

5,880,682,601 

6,822,327,460 

10.02 

10.37 

25,213 

10.96 

2,831,507 

2,771,775 

10.81 

10.96 

22,471,408 

32,559,719 

10.02 

10.37 

1,373,018 

1,901,911 

10.81 

10.96 

8,044,141 

5,803,089 

10.02 

10.37 

2,778,014 

3,133,970 

10.81 

10.96 

27,412,079 

31,546,615 

10.02 

10.37 

32,806,507 

35,697,748 

10.81 

10.96 

309,012 

2,364,918 

10.81 

10.96 

12,947,877 

27,817,911 

10.81 

10.96 

6,292,664 

10.81 

7,969,244 

10.81 

11,284,723 

14,418,753 

10.81 

10.96 

2,630,464 

4,057,045 

10.81 

10.96 

81,223,030 

92,189,244 

10.81 

10.96 

57,927,628 

69,909,423 

10.02 

10.37 

$107,873,178 

117,213,450 

10.81 

10.96 

5,938,610,229 

6,892,236,883 

10.02 

10.37 

“Represents  the  average  yield  year  to  date. 

NOTE:  The  annualized  total  return  for  the  Real  Estate  Investment  Fund  at  June  30,  1985  was  11.86%  . 
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Table  1 


For  Fiscal  Years  Ending  June  30,  1984  and  June  30,  1985 


Real  Estate 
Investment  Fund 

Equity 

Investment  Fund 

Total 

Amount  Invested 

Yield* 

Amount  Invested 

Yield* 

Amount  Invested 

Yield* 

$60,056,000 

8.53 

$1,274,722,138 

9.58 

$6,044,935,103 

9.91 

70,589,853 

8.72 

1,450,088,541 

10.72 

6,978,108,003 

10.43 

10,605,000 

8.53 

219,068,870 

9.58 

1,074,416,966 

9.92 

12,458,631 

8.72 

248,944,491 

10.72 

1,260,245,618 

10.42 

3,749,000 

8.53 

77,276,602 

9.58 

378,695,570 

9.92 

4,151,061 

8.72 

82,811,480 

10.72 

410,508,162 

10.43 

294,000 

8.53  ■ 

5,973,513 

9.58 

29,548,833 

9.93 

344,205 

8.72 

6,792,917 

10.72 

33,576,906 

10.43 

34,000 

8.53 " 

705,687 

9.58 

3,349,596 

9.95 

39,606 

8.72 

792,580 

10.72 

3,781,959 

10.44 

246,000 

8.53 

5,158,137 

9.58 

24,907,772 

9.93 

426,426 

8.72 

8,537,876 

10.72 

45,343,643 

10.43 

15,119 

8.72 

247,029 

10.72 

1,362,772 

10.49 

7,051 

8.72 

123,535 

10.72 

795,004 

10.54 

75,100,000 

8.53 

1,585,267,306 

9.58 

7,567,700,055 

9.92 

88,031,952 

8.72 

1,798,338,449 

10.72 

8,733,722,067 

10.43 

25,213 

10.96 

25,302,915 

35,331,494 

10.11 

10.42 

9,417,159 

7,705,000 

10.14 

10.52 

30,190,093 

34,680,585 

10.09 

10.96 

32,806,507 

35,697,748 

10.81 

10.96 

309,012 

2,364,918 

10.81 

10.96 

12,947,877 

27,817,911 

10.81 

10.96 

6,292,664 

10.81 

7,969,244 

10.81 

11,284,723 

14,418,753 

10.81 

10.96 

2,630,464 

4,057,045 

10.81 

10.96 

139,150,658 

162,098,667 

10.48 

10.96 

$75,100,000 

8.53 

$1,585,267,306 

9.58 

$7,706,850,713 

9.93 

$88,031,952 

8.72 

$1,798,338,449 

10.72 

$8,895,820,734 

10.43 
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Table  2 


TREASURER  S CASH  RALANCES 

June  30,  1985 


CLEARING  ACCOUNTS 


Raleigh,  Branch  Banking  & Trust  Co. 
Raleigh,  Central  Carolina  Bank  & Trust  Co. 
Raleigh,  First  Citizens  Bank  & Trust  Co. 
Raleigh,  First  Union  National  Bank  of  N.C. 
Raleigh,  NCNB  National  Bank  of  N.C. 


$ 934,157 


4,305,303 

7,317,411 

9,616,685 


11,433,393 


Unemployment  Benefit  Account 


246,668 

250,761 

4,437,781 

1,081,821 

530,424 

2,419,691 

908,228 

9.940,614 


Unemployment  Clearing  Account 
Raleigh,  Northwestern  Bank 
Raleigh,  Peoples  Bank  & Trust  Co. 

Raleigh,  The  Planters  National  Bank  & Trust  Co. 
Raleigh,  Southern  National  Bank  of  N.C. 
Raleigh,  United  Carolina  Bank 
Raleigh,  Wachovia  Bank  & Trust  Co.,  N.A. 


$53.422.937 


AGENCY  COLLECTION  ACCOUNTS 
AHOSKIE 

Tarheel  Bank  & Trust  Co.  $ 1,141 

ALBEMARLE 

Bank  of  Stanly  1,274 

ASHEBORO 

The  First  National  Bank  of  Randolph  County  1,558 

BATH 

Southern  Bank  & Trust  Co.  1,724 

BURLINGTON 

First  Federal  Savings  & Loan  10,419 

CAMDEN 

Bank  of  Currituck  1,557 

CANDOR 

The  Bank  of  Candor  1,727 

COLUMBIA 

East  Carolina  Bank  2,841 

CONCORD 

First  Charter  National  Bank  1,253 

CRESWELL 

The  East  Carolina  Bank  1,122 

CURRITUCK 

Bank  of  Currituck  1,344 

DURHAM 

Mechanics  & Farmers  Bank  64,013 

EDENTON 

Peoples  Bank  & Trust  Co.  2,919 

ELIZABETH  CITY 

Peoples  Bank  & Trust  Co.  5,590 

FAIRFIELD 

The  East  Carolina  Bank  1,036 
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FAYETTEVILLE 

United  National  Bank 

44,121 

GATESVILLE 

Tarheel  Bank  and  Trust  Co. 

2,275 

GREENSBORO 

Greensboro  National  Bank 

25,308 

GREENVILLE 

First  State  Bank 

75,957 

HERTFORD 

Peoples  Bank  & Trust  Co. 

2,391 

JACKSON 

Peoples  Bank  and  Trust 

2,995 

KERNERSVILLE 

Citizens  National  Bank 

7,582 

LENOIR 

Bank  of  Granite 

2,810 

LEWISTON 

Tarheel  Bank  & Trust  Co. 

1,691 

LEXINGTON 

Lexington  State  Bank 

1,581 

MANTEO 

The  East  Carolina  Bank 

6,189 

NAGS  HEAD 

East  Carolina  Bank 

51 

NEWLAND 

Avery  County  Bank 

1,640 

OCRACOKE 

The  East  Carolina  Bank 

5,063 

OXFORD 

The  Union  National  Bank 

1,221 

PEMBROKE 

Lumbee  Bank 

41,402 

PILOT  MOUNTAIN 

Bank  of  Pilot  Mountain 

1,761 

PINE  BLUFF 

Bank  of  Montgomery 

1,921 

ROCKY  MOUNT 

Peoples  Bank  & Trust  Co. 

7,381 

SALISBURY 

Farmers  & Merchants  Bank 

4,047 

SALISBURY 

Security  Bank  & Trust  Co. 

1,671 

SANFORD 

Mid-South  Bank  & Trust  Co. 

5,250 

SEVEN  SPRINGS 

Southern  Bank  & Trust  Co. 

1,308 

SHELBY 

First  National  Bank 

9,738 

SMITHFIELD 

First  National  Bank  of  Smithfield 

1,104 

SPRING  LAKE 

Peoples  Bank  & Trust 

4,091 

SUNBURY 

Farmers  Bank  of  Sunbury 

1,475 
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Table  4 

SUMMARY  OF  STATE  AND  LOCAL  GOVERNMENT 
DERT  AND  AUTHORIZATIONS 

At  June  30,  1985 


General  Obligations 


Bond 

Industrial 

Authorized 

Literary 

Anticipation 

Revenue 

Revenue 

Total 

and  Unissued 

Bonds 

Fund  Loans 

Notes 

Total 

Bonds 

Bonds 

Indebtedness 

Bonds 

State 

State  Authorities 

$ 821,000,000 

$ - 

$ - 

$ 821,000,000 

$ 

$ 

$ 821,000,000 

$ 46,000,000 

and  Institutions 

— 

— 

— 

— 

5,156,458,220 

— 

5,156,458,220 

— 

821,000,000 

— 

— 

821,000,000 

5,156,458,220 

— 

5,977,458,220 

46,000,000 

Counties 

881,925,250 

2,320,996 

3,553,000 

887,799,246 

112,170,100 

999,969,346 

132,686,000 

Cities 

958,170,996 

— 

18,043,000 

976,213,996 

38,371,000 

— 

1,014,584,996 

341,228,700 

Districts 

66,895,250 

— 

6,866,000 

73,761,250 

26,890,000 

— 

100,651,250 

77,009,000 

Authorities 

— 

— 

— 

— 

108,533,000 

1,924,964,271 

2,033,497,271 

— 

$1,906,991,496 

$2,320,996 

$28,462,000 

$1,937,774,492 

$ 285,964,100 

$1,924,964,271 

$ 4,148,702,863 

$550,923,700 

$2,727,991,496 

$2,320,996 

$28,462,000 

$2,758,774,492 

$5,442,422,320 

$1,924,964,271 

$10,126,161,083 

$596,923,700 

Table  5 

ANNUAL  DEBT  REQUIREMENTS  FOR  STATE  BONDS 
ISSUED  AND  OUTSTANDING 

At  June  30,  1985 


GENERAL  HIGHWAY  TOTAL 


Existing  Debt 

Existing  Debt 

Existing  Debt 

Fiscal 

Principal 

Principal 

Principal 

Year 

Principal 

& Interest 

Principal 

& Interest 

Principal 

& Interest 

1985-86 

$ 40,500,000 

$ 73,481,250 

$ 18,500,000 

$ 38,445,500 

$ 59,000,000 

$ 111,926,750 

1986-87 

39,500,000 

70,166,250 

19,000,000 

37,971,000 

58,500,000 

108,137,250 

1987-88 

40,500,000 

68,782,250 

20,000,000 

37,707,750 

60,500,000 

106,490,000 

1988-89 

40,500,000 

66,415,750 

21,000,000 

37,302,000 

61,500,000 

103,717,750 

1989-90 

40,500,000 

64,123,500 

24,000,000 

38,688,500 

64,500,000 

102,812,000 

1990-91 

40,500,000 

61,900,000 

25,000,000 

37,830,500 

65,500,000 

99,730,500 

1991-92 

40,500,000 

59,653,000 

28,000,000 

38,867,500 

68,500,000 

98,520,500 

1992-93 

39,500,000 

56,287,500 

30,000,000 

38,525,500 

69,500,000 

94,813,000 

1993-94 

38,500,000 

53,026,000 

32,000,000 

38,180,500 

70,500,000 

91,206,500 

1994-95 

38,500,000 

50,740,500 

25,000,000 

28,630,500 

63,500,000 

79,371,000 

1995-96 

38,500,000 

48,483,000 

24,500,000 

26,125,500 

63,000,000 

74,608,500 

1996-97 

36,000,000 

43,734,500 

5,500,000 

5,945,500 

41,500,000 

49,680,000 

1997-98 

28,000,000 

33,529,000 

28,000,000 

33,529,000 

1998-99 

25,000,000 

28,455,500 

25,000,000 

28,455,500 

1999-00 

22,000,000 

23,551,500 

22,000,000 

23,551,500 

$548,500,000 

$802,329,500 

$272,500,000 

$404,220,250 

$821,000,000 

$1,206,549,750 

NOTE:  There  are  $46,000,000  bonds  authorized  and  unissued  of  Clean  Water  Bonds  of  1977  (balance  of  $230,000,000  authorization).  An 
offering  date  for  these  remaining  Bonds  has  not  been  scheduled  at  this  time. 
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Table  6 

REVENUE  BONDS  AND  OTHER  INDEBTEDNESS  OF  STATE  AUTHORITIES 

AND  INSTITUTIONS  AT  JUNE  30,  1985 

Appalachian  State  University $ 17,983,000 

East  Carolina  University 8,119,439 

Elizabeth  City  State  University 3,493,000 

Fayetteville  State  University 2,830,000 

North  Carolina  A & T State  University 6,387,000 

North  Carolina  Central  University 6,243,000 

North  Carolina  School  of  the  Arts 16,993 

North  Carolina  State  University  at  Raleigh 36,457,503 

Pembroke  State  University 1,480,000 

University  of  North  Carolina  at  Asheville  680,000 

University  of  North  Carolina  at  Chapel  Hill 39,805,398 

University  of  North  Carolina  at  Charlotte 28,946,245 

University  of  North  Carolina  at  Greensboro 8,979,887 

University  of  North  Carolina  at  Wilmington 15,428,511 

Western  Carolina  University 8,356,583 

Winston-Salem  State  University 2,891,000 

North  Carolina  Housing  Finance  Agency 657, 187,000 

North  Carolina  Medical  Care  Commission 394,420,981 

North  Carolina  State  Education  Assistance  Authority 67,475,000 

North  Carolina  State  Ports  Authority 10,100,000 

North  Carolina  ABC  Commission 4,800,000 

North  Carolina  Department  of  Administration  (Agriculture  Bonds) 1,497,680 

North  Carolina  Government  Complex  Parking  Facilities 1,585,000 

North  Carolina  Eastern  Municipal  Power  Agency 2,299,295,000 

North  Carolina  Municipal  Power  Agency  No.  1 1,532,000,000 

Total $5,156,458,220 


77 


Table  7 


VALUATION  BALANCE  SHEET 

TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM  OF  NORTH  CAROLINA 

As  of  December  31,  1984 


ASSETS 

December  31,  1984 

December  31,  1983 

Current  assets: 

Annuity  Savings  Fund 

Pension  Accumulation  Fund 

Total  current  assets 

$ 1,720,393,034 
4,969,327,378 

$ 6,689,720,412 

$ 1,528,819,467 
4,237,442,273 

$ 5,766,261,740 

Future  member  contributions  to  Annuity  Savings  Fund 

$ 2,364,558,624 

$ 2,261,853,003 

Prospective  contributions  to  Pension  Accumulation  Fund: 

Normal  contributions 

Accrued  liability  contributions 

Total  prospective  contributions 

Total  Assets 

$ 1,938,938,072 
1,697,020,604 
$ 3,635,958,676 
$12,690,237,712 

$ 1,817,022,132 
1,666,034,749 

$ 3,483,056,881 

$11,511,171,624 

LIABILITIES 

Annuity  Savings  Fund: 


Past  member  contributions 

$ 

1,720,393,034 

$ 1,528,819,467 

Future  member  contributions 

2,364,558,624 

2,261,853,003 

Total  contributions  to  Annuity  Savings  Fund 

$ 

4,084,951,658 

$ 3,790,672,470 

Pension  Accumulation  Fund: 

Benefits  currently  in  payment 

$ 

2,696,655,339 

$ 2,335,532,967 

Benefits  to  be  paid  to  current  active  members 

5,488,253,635 

4,915,760,784 

Reserve  for  increases  in  retirement  allowances  effective  July  1,  1985 

(July  1,  1984  for  December  31,  1983  figure) 

124,381,657 

184,227,970 

Reserve  from  undistributed  gains 

295,995,423 

284,977,433 

Total  benefits  payable  from  Pension  Accumulation  Fund 

$ 

8,605,286,054 

$ 7,720,499,154 

Total  Liabilities 

$12,690,237,712 

$11,511,171,624 

George  B.  Buck  Consulting  Actuaries,  Inc. 
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Table  8 

VALUATION  BALANCE  SHEET 

NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’  RETIREMENT  SYSTEM 

As  of  December  31,  1984 


ASSETS 

December  31,  1984 

December  31,  1983 

Current  assets: 

Annuity  Savings  Fund 

Pension  Accumulation  Fund 

Total  current  assets 

$ 335,623,269 
843,086,441 

$1,178,709,710 

$ 297,928,297 
718,835,799 
$1,016,764,096 

Future  member  contributions  to  Annuity  Savings  Fund 

$ 531,004,944 

$ 496,931,516 

Prospective  contributions  to  Pension  Accumulation  Fund: 

Normal  contributions 

Accrued  liability  contributions 

Total  prospective  contributions 

Total  Assets 

$ 392,058,650 
95,965,789 
$ 488,024,439 
$2,197,739,093 

$ 367,049,603 
99,865,126 

$ 466,914,729 
$1,980,610,341 

LIABILITIES 

Annuity  Savings  Fund: 

Past  member  contributions 

Future  member  contributions 

Total  contributions  to  Annuity  Savings  Fund 

$ 335,623,269 
531,004,944 
$ 866,628,213 

$ 297,928,297 
496,931,516 
$ 794,859,813 

Pension  Accumulation  Fund: 

Benefits  currently  in  payment 

Benefits  to  be  paid  to  current  active  members 

Reserve  for  increases  in  retirement  allowances  effective 

July  1,  1985  (July  1,  1984  for  December  31,  1983  figure) 
Reserve  from  undistributed  gains 

Total  benefits  payable  from  Pension  Accumulation  Fund 
Total  Liabilities 

$ 354,872,612 
925,596,474 

17,011,481 

33,630,313 

$1,331,110,880 

$2,197,739,093 

$ 294,442,718 
819,837,866 

23,412,124 

48,057,820 

$1,185,750,528 

$1,980,610,341 

George  B.  Buck  Consulting  Actuaries,  Inc. 
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Table  9 

VALUATION  BALANCE  SHEET 
LAW  ENFORCEMENT  OFFICERS*  RETIREMENT  SYSTEM 

As  of  December  31.  19S4 


ASSETS 

December  31.  19S4 

December  31.  19S3 

Current  assets: 

Annuity  Savings  Fund 

Special  Annuity  Savings  Fund 

Pension  Accumulation  Fund 

Separate  Benefit  Plan  - Death  Benefit  Fund 

Separate  Benefit  Plan  - Insurance  Fund 

S 83.743.293 
61.623.760 
266.962.401 

0 

0 

S 75.430.470 
54.63S.S26 
228.903.863 
6.095.507 
400.000 

Total  current  assets 

S412.329.454 

S365.46S.666 

Future  contributions  by  members  to  Annuity  Savings  Fund 

SI31.695.0S0 

S121.09S.086 

Prospective  contributions  to  the  Pension  Accumulation  Fund: 

Normal  contributions 

Accrued  liabilitv  contributions 

Sill. 940.833 
29.491.520 

S102.933.3S7 

42.172.373 

Total  prospective  contributions 

Prospective  contributions  to  the  Separate  Benefit  Plan 
on  account  of  death  after  retirement  benefits 

S141.432.353 

$ 0 

S145. 105.760 

S 11.589 

Total  Assets 

S6S5.456.SS7 

S631.6S4.101 

LIABILITIES 

Annuity  Savings  Fund: 

Past  contributions 

Future  contributions 

Total  contributions  to  Annuity  Savings  Fund 

S 83.743.293 
131.695,080 

S215.438.373 

S 75.430.470 
121.098.086 

S196.52S.556 

Special  Annuity  Savings  Fund 

Separate  Benefit  Plan  - Death  Benefit  Fund 

Separate  Benefit  Plan  - Insurance  Fund 

S 61.623,760 

S 0 

S 0 

S 54.638.826 

S 6.107.096 

S 400.000 

Pension  Accumulation  Fund: 

Benefits  currently  in  payment 

Benefits  to  or  on  account  of  current  active  members 

Reserve  for  increases  to  retirees  and  beneficiaries 

Reserve  from  undistributed  gains 

Sill, 028. 201 
293.306.792 
4.059,761 

0 

S 90.616.729 
269.485,366 
6.598.597 
7.308,931 

Total  benefits  payable  from  Pension  Accumulation  Fund 
Total  Liabilities 

S408.394.754 

S685.456.887 

S374.009.623 

S631.684.101 

George  B.  Buck  Consulting  Actuaries,  Inc. 
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VALUATION  BALANCE  SHEET 
LAW  ENFORCEMENT  OFFICERS’  RETIREMENT  SYSTEM 

As  of  January  1,  1985 


Table  10 


ASSETS 


Current  assets: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  current  assets 

Future  contributions  by  members  to  Annuity  Savings  Fund 

Prospective  contributions  to  the  Pension  Accumulation  Fund: 
Normal  contributions 
Accrued  liability'  contributions 

Total  prospective  contributions 
Total  Assets 


LIABILITIES 


Annuity  Savings  Fund: 

Past  contributions 
Future  contributions 

Total  contributions  to  Annuity  Savings  Fund 

Pension  Accumulation  Fund: 

Benefits  currently  in  payment 

Benefits  to  or  on  account  of  current  active  members 
Reserve  for  increases  to  retirees  and  beneficiaries 

Total  benefits  pay  able  from  Pension  Accumulation  Fund 
Total  Liabilities 


$ 54,646,657 
163,056,100 

$217,702,757 

92,737,723 


$ 78,827,074 
16,171,617 

$ 94,998,691 

$405,439.171 


$ 54,646,657 
92,737,723 

$147,384,380 


$ 67,389,127 
188,190,969 
2,474,695 
$258,054,791 
$405,439,171 


George  B.  Buck  Consulting  Actuaries,  Inc. 

The  above  valuation  balance  sheet  shows  the  assets  and  liabilities  of  the  System  as  of  January  1,  1985,  reflecting 
the  transfer  of  State  employed  law  enforcement  officers. 
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Table  11 


VALUATION  BALANCE  SHEET 

CONSOLIDATED  JUDICIAL  RETIREMENT  SYSTEM  OF  NORTH  CAROLINA 

As  of  January  1,  1985 

ASSETS 


Present  assets  of  system  creditable  to: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions 

Present  value  of  prospective  contributions  by  the  State  to  the  Pension  Accumulation  Fund: 
Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  Assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by  members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of  beneficiaries  or  their  dependents  now 
drawing  allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active  members  to  be  paid  by  contributions  of 
the  State  into  the  Pension  Accumulation  Fund 

Reserve  for  4 per  cent  increase  in  retirement  allowances  effective  July  1,  1985 

Reserve  from  undistributed  gains 

Total  Liabilities 

George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 7,009,326 

35,275,552 

$ 42,284,878 

16,593,446 

$ 43,447,948 
27,453,729 

$ 70,901,677 

$129,780,001 


$ 23,602,772 

25,846,808 

77,831,462 

1,144,236 

1,354,723 

$129,780,001 
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The  Department  of  State  Treasurer  has  printed  1,400  copies  of  this  public  document  at  a cost  of  $4,000,  or 
$2.86  per  copy.  If  you  do  not  wish  to  remain  on  the  mailing  list  to  receive  this  publication,  please  complete  the 
section  below  and  mail  immediately  to: 

Harlan  E.  Boyles 
Treasurer,  State  of  North  Carolina 
325  North  Salisbury  Street 
Raleigh,  North  Carolina  27611 


TEAR  HERE 


Please  discontinue  sending  the  “Annual  Report”  of  the  State  Treasurer  of  North 
Carolina  to:  (please  print  or  type  name  and  address) 


NAME 
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CTTY 

STATE 

ZIP 

STCNATIJRE 

DATE 

ANNUAL  REPORT/FISCAL  YEAR  1984/ 1985-NORTH  CAROLINA  DEPARTMENT  OF  STATE  TREASURER 
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